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Ibn Umar, may Allah be pleased with them, reported: “I heard 
Messenger of Allah, peace and blessings be upon him, saying, ‘All of 
you are guardians and are responsible for your wards. The ruler is a 
guardian and responsible for his subjects; the man is a guardian and 
responsible for his family; the woman is a guardian and is responsible 
for her husband’s house and his offspring; and so all of you are 
guardians and are responsible for your wards.’” (Reported by Al-Bukhari and 
Muslim). 
 
Ibn Umar, may Allah be pleased with them reported: “The Prophet 
Muhammad, peace and blessings be upon him, said, ‘The most beloved 
people to Allah are those who are most beneficial to the people.’”  








The focus of the study is the concept of corporate social responsibility (CSR), social 
justice and business ethics in relation to Sharia. The key role that Sharia plays in shaping CSR 
principles in business and society is explored and the related concepts of Ummah (Muslim 
community) and brotherhood in Islam are highlighted. In addition, Islamic social responsibility 
in both its mandatory (zakat) and voluntary (sadaqah, waqf, qard al-hassan) forms as practiced 
over centuries in Muslim society are considered. Further, the study provides significant insights 
into the Islamic transactions jurisprudence (fiqh al-mu’amalat).  
Against this background, CSR in its current incarnation in Saudi Arabia is explored with 
a specific focus on the practices of Islamic banks. Through this exploration, it is evident that 
philanthropy in mandatory and voluntary forms is ingrained in the Kingdom’s culture in multiple 
ways.  
The fundamental differences that distinguish Islamic banking from conventional banking 
systems are established. Also highlighted is the role of the Sharia Supervisory Board (SSB) in 
the Islamic banking system. It is recommended that the SSB promote Islamic ethics and values in 
the Islamic banks. The role of the SSB should include structuring CSR policies to ensure that all 
social activities are fully compliant with the principles of Sharia. Islamic banks should be in the 
forefront of motiving businesses to remain conscious of their social responsibilities. Businesses 
including Islamic banks operating in Saudi Arabia should align their goals and CSR initiatives 
with Saudi Arabia Vision 2030 especially in regard to issues related to social development.  
The conclusion is that CSR is part and parcel of Sharia principles and CSR principles in 
Islam are designed to promote social justice and more importantly to obey Almighty Allah’s 
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• AFED: Arab Forum for Environment and Development 
• AAOIFI: Accounting and Auditing Organization for Islamic Financial Institutions 
• CHD: Congenital Heart Disease 
• CMA: Capital Market Authority 
• CSR: Corporate social responsibility 
• DIB: Dubai Islamic Bank 
• EU: European Union 
• GAZT: General Authority for Zakat and Tax 
• GCC: Gulf Cooperation Council 
• IB: Islamic bank 
• IFI: Islamic financial institution 
• IFS: Islamic finance system 
• IME: Islamic moral economy 
• JCCI: Jeddah Chamber of Commerce and Industry 
• JSRC: Jeddah Social Responsibility Center 
• KKF: King Khalid Foundation 
• KFF: King Faisal Foundation 
• MCI: Ministry of Commerce and Investment 
• MDEQ: Michigan Department of Environmental Quality 
• PAS: Pediatric Academic Society 
• PB: British Petroleum 
• PBUH: Peace Be Upon Him 
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• SAGIA: Saudi Arabian General Investment Authority 
• SAMA: Saudi Arabian Monetary Agency 
• SME: Small and Medium Enterprises 
• SPN: Shareholder Primacy Norm 
• SPT: Shareholder Primacy Theory 
• SRCI: Saudi Responsible Competitiveness Index 
• SSB: Sharia Supervisory Board 
• UN: United Nations  
• US: United States  





• Ahl: Family of the house, people 
• Allah: God  
• Al-salaf al-salih: Those who follow the example of the Prophet Mohammad (PBUH) and 
his companions, adhering to their principles, beliefs, and practices 
• Banu: “The children of” (the English equivalent would be “house of”) 
• Bid’ah: Innovation in religious matters 
• Crown Prince: The Crown Prince of Saudi Arabia, His Royal Highness Mohammed bin 
Salman 
• Darar: Harm 
• Fardh or Wajeb: Required, obligatory 
• Fatwa: Legal opinion by an Islamic scholar 
• Fiqh: Islamic jurisprudence 
• Fuqara: Poor people who cannot meet their basic needs 
• Gharar: Indeterminate, unknown, uncertain 
• Fuqaha: Islamic jurists, scholars in fiqh 
• Hadd: Limit, penalty, specified for capital offences in Sharia 
• Hadith: Teaching of the Prophet Mohammad (PBUH) 
• Hajj: Muslims’ pilgrimage to Mecca that takes place in the twelfth month of the Islamic 
lunar calendar (the month of Dhu al Hijja) 
• Halal or Mubah: Lawful, permissible  
• Haram: Unlawful, prohibited 
4 
 
• Hegira: Migration or journey of the Prophet Muhammad (PBUH) and his followers from 
Mecca to Medina 
• Hijaz: Western province in Saudi Arabia 
• Hijri: Islamic lunar calendar  
• Hukm: Judgment, ruling  
• Ikhtilaf al-fuqaha: Disagreement of jurists 
• Ifta: Act of issuing a fatwa (legal opinion) by an authoritative consultant in matters of 
law 
• Ijma: Consensus among Muslim scholars 
• Imam: Ruler, leader 
• Istihsan: Juristic preference  
• Istislah or Massaleh: The public interest 
• Ijtihad: Exertion, effort by a jurist 
• Jeddah: City on the Red Sea in western Saudi Arabia and a major commercial center in 
the country 
• Khair: Virtue 
• Kingdom: Kingdom of Saudi Arabia 
• Madhhab: School of legal thought 
• Maisir: Gambling 
• Majlis al-Shura: Consultative Council 
• Makrooh: Objectionable  
• Mandoob: Recommended 
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• Maqasid: Goals or purposes (in an Islamic context, the term refers to the objectives of 
Sharia) 
• Masakin: Needy people 
• Mecca: City in western Saudi Arabia, the birthplace of the Prophet Mohammad (PBUH) 
and Islam  
• Medina: City in western Saudi Arabia 
• Mu’amalat: Dealings, transactions—commercial and civil acts under Islamic law 
• Mubah or Halal: Lawful, permissible  
• Mudaraba: Partnership in profit in which one partner provides capital (rab al-mal) and 
the other provides labor and business expertise (mudarib) 
• Muftis: Muslim legal expert with the power to rule on religious matters  
• Murabaha: Financing arrangement whereby the bank purchases an asset at the request of 
the customer (the bank takes legal possession of the asset, which is then sold to the 
customer at an agreed price consisting of the amount of financing plus the profit margin, 
i.e., a cost plus transaction) 
• MuSharaka or Sharika: Joint enterprise, partnership—an agreement between two or 
more partners to combine assets, services, obligations, or liabilities to make a profit  
• Nass: Explicit statement in the Quran or hadith upon which a ruling is based 
• Nisab: Minimum amount that a Muslim must have before being obliged to zakat 
• (The) Prophet: The Prophet Mohammad (peace be upon him) 
• Qard Al-Hassan: Interest-free loan 
• Qiyas: Analogy 
• Qur’an: Book of Allah, which Muslims believe to be the actual word of Allah 
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• Ramadan: Ninth month of the Islamic lunar calendar 
• Riba: Interest 
• Riba al-Duyun: Debt usury—any excess or additional benefit charged or paid as 
consideration in a lending/borrowing transaction 
• Sadaqah: Voluntary giving of alms or charity 
• Sahaba: Companions of the Prophet Mohammad (PBUH)  
• Sharia: Legal term for Islamic Law 
• Shaykh: Chief or head of an Arab tribe or a Muslim jurist 
• Sukuk: Islamic bonds 
• Sunnah: Habit or usual practice (the traditions or known practices of the Prophet 
Muhammad (PBUH)) 
• Tawhid: Islamic monotheism  
• Ukhuwah fillah: Bond of brother/sisterhood for the sake of Allah 
• Ulama: Men of knowledge, refers to Islamic jurists 
• Ummah: Muslim community 
• Urf: Customary practice 
• Wajeb or Fardh: Required, obligatory 
• Waqf: Charitable endowment under Islamic law 







CHAPTER ONE: INTRODUCTION 
 
Say [Prophet], “Take action! God will see your actions—as will His Messenger and the 
believers.”1 
 
 The purpose of this study is to define corporate social responsibility (CSR), identify and 
describe it action, and consider the ways in which it benefits society. The study offers an in-
depth explanation of CSR’s impact and how the concept can be improved operationally. There 
has been a lot of discussion regarding CSR’s relevance in the contemporary context. Yet, as 
shown, herein, based on the presentation of detailed evidence, it is difficult to deny the beneficial 
effects of CSR on present-day society. Moreover, the study provides an Islamic point of view 
that can be used as a basis for advancing CSR in theory and in practice. It is not news that many 
societal issues associated with an industrialized culture and relating to sustainability need to be 
addressed and that many people are suffering as a consequence. Sustainable solutions are 
needed. If solutions of this nature are not implemented, then the world is likely to incur further 
financial and environmental consequences. However, in the present study, CSR is offered as one 




                                                 
1
 Quran, Surah Al-Tawbah 9:105. All verses from the Quran in this dissertation are cited from the Qur'an English 
Translation by Muhammad A. S. Abdel Haleem, available at https://quran.com/?local=en. 
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Objectives of the Study 
 
The overarching purpose of this study is to discuss notions of CSR in Sharia as practiced 
in Saudi Arabia as they apply to and are either fulfilled by or sidestepped in the Islamic banking 
sector. As such, CSR derived from the Islamic perspective is critically evaluated by appraising 
multiple distinct aspects as explicitly practiced in Saudi Arabia. Related objectives of this study 
include:  
1. To identify the role of CSR both historically and in the modern context.  
2.  To identify effective trends in CSR. 
3.  To determine the correlations between CSR, financial systems, and business entities in 
relation to Sharia. 
4.  To describe Islam’s approach to CSR. 
 
To accomplish these objectives, extensive research was undertaken, including via reviewing 
numerous published studies on related subjects. The websites and annual reports of Islamic 
banks were also investigated in order to obtain information regarding their CSR programs and 
initiatives. In addition, historical judicial cases were reviewed in relation to their relevance to 
CSR.   
  
Significance of the Study 
 
This study offers an account of CSR that is of significance to the operation of the global 
community. Issues regarding greed, capitalism, exploitation, and fraud affect millions of people 
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worldwide. Based on historical observations, it is evident that action must be taken to protect the 
interests of society in general. The defining purpose of this study is to consider and recommend 
appropriate initiatives from the perspective of Sharia. Based on the research at the foundation of 
the findings presented herein, the researcher concludes that the implementation of CSR could 
play a key role in preventing further damage to society through unscrupulous business practices. 
In this study, CSR is both defined in the light of Sharia and considered in terms of its relevance 
to modern society. Further, the study has a goal of providing answers based on the principles of 
Sharia in regard to how Islamic banks, businesses, government, and society can work together to 
improve CSR in the Kingdom. Given its implications for Islamic financial institutions and other 
businesses in the Kingdom, this study provides a foundation for further analysis. That is, it can 
be used as a baseline for future research on the subject of CSR in Islamic banks in the Kingdom 
and could even prove to be a catalyst for needed change in the banking industry both in Saudi 




In investigating the literature on Islamic banking, the researcher did not find any sources 
in which Corporate Social Responsibility (CSR) in Islamic banks operating in Saudi Arabia is 
considered from the perspective of Sharia. Therefore, this study is the first to connect the role of 
Sharia to the concept and practices of CSR in Islamic banks operating in the Kingdom. The 
researcher hopes that this study will open the door to other researchers to explore the role of 
other religions or even cultures in shaping the concept of CSR and practices associated with it in 
other countries. It should also be noted that the literature includes few studies focused on CSR in 
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Islam or banks in Saudi Arabia more generally. In addition, studies that address CSR in Islamic 
banks operating in Saudi Arabia from an economic or social perspective are equally scant.  
Given this background in which the literature offers few studies relevant to Sharia and 
CSR, the researcher pursued the direction of studying CSR in the light of Sharia through the holy 
Quran and the Sunnah and in reference to direct sources from the banking industry in order to 
collect data. In regard to verses from the Sunnah, the researcher ensured that all the rulings on 
hadiths are acceptable (Maqbul): sound (sahih), fair (hasan).  
Despite the lack of a rich literature on the focal subject, the researcher did find some 
sources related to CSR in Islam and/or to the Saudi banks and CSR in Islamic banks considered 
from an economic or management point of view that were helpful in this study. These are 
acknowledged specifically here given their importance to the present study: 
• Jawed Akhtar Mohammed, Corporate Social Responsibility in Islam, PhD Thesis (2007). 
• Magnus Gravem, CSR in Saudi Arabia, Master’s Thesis (2010). 
• Samia Mohammed S. Baghalab, Corporate Social Responsibility in Islamic Commercial 
Banks in Saudi Arabia, Master Thesis (2013).  
• Abbas J. Ali & Abdulrahman Al-Aali, Corporate Social Responsibility in Saudi Arabia, 
Middle East Policy (2012). 





CHAPTER TWO: CORPORATE SOCIAL RESPONSIBILITY IN THE WEST 
 
Introduction 
There should be neither harming (darar) nor reciprocating harm (dirar).2 
 
The concept of corporate social responsibility (CSR) was initially introduced to hold 
organizations accountable to the public interest because there was no real concept of corporate 
aid.3 By now, CSR has become a commonplace notion throughout society and some companies 
at least ae engaged in activities that can be identified as belonging under the concept.4 One way 
of conceiving of CSR is that in terms of its impetus, it arose from the observation that resources 
were being taken from the community, but that the people could not observe any benefits beyond 
the products or services they had purchased, and for at least some of them this had become 
problematic. As a result of fears that corporate greed was undermining the public interest and 
that the public’s trust in big business was waning, support for transparency began to grow.5 
Profit could no longer remain the principal objective as the responsibility of business enterprises 
begin to shift to some extent at least from only maximizing profit to addressing the interests of 
                                                 
2 See Hadith Nawawi 32, available at https://sunnah.com/nawawi40/32. 
3 CSR was initially introduced by Milton Friedman to hold organizations accountable to the community’s interest 
because there was no process to measure an organization’s contribution to society. See Milton Friedman, The Social 
Responsibility of Business Is to Increase Its Profits, New York Times (Sept. 13, 1970) (Magazine). A more 
scholarly argument from Friedman is found in his book, Capitalism and Freedom (Univ. of Chicago Press 1962). 
4 Numerous definitions are available for CSR. To provide clarity, the International Labor Organization (ILO) defines 
CSR as “a way in which enterprises give considerations to the impact of their operations on society and affirm their 
principles and values both in their own internal methods and processes and in their interactions with their actors.” 
See Ali Ercan Özgü, Conceptualizing Corporate Social Responsibility (Izmir Review of Soc. Sciences 2013), at 83–
88. 
5 See Hersh Shefrin, Beyond Greed and Fear: Understanding Behavioral Finance and the Psychology of Investing 
(1st ed. Oxford Univ. Press 2007). 
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the community.6 Citizens have recognized the benefits of CSR, such that the concept has become 
necessary across industry.7 Further, numerous scandals and the recent global financial crisis have 
proved that the idea of maximizing profit as the primary responsibility of corporations is not only 
outdated but can also be considered dangerous to society.8 Without a doubt, focusing on profit 
has always been the aim of most if not all companies, which it has been argued is responsible for 
ongoing financial crises.9 As the corruption of multiple corrupt companies has been exposed, the 
drive to maximize profits without any counterbalancing sense of ethics has been shown to 
contribute to scandals and the degradation of society worldwide.10 Corporate scandals have 
weakened communities and damaged relations between industry, employees, investors, and 
citizens.11 Likewise, international scandals have led to a widespread sense of financial insecurity 
globally.12 Some corporate executives are adamant that profits are an essential aspect of doing 
business.13 These industry leaders do not see CSR as beneficial to corporate interests. Instead, 
they see it as undermining the defining goal of business—i.e., the pursuit of profit. Opponents 
                                                 
6 Patricia Rinwigati Waagstein, The Mandatory Corporate Social Responsibility in Indonesia: Problems and 
Implications (3rd ed. Journal of Bus. Ethics 2011), at 455–466. 
7 Manuel Castelo Branco & Lúcia Lima Rodrigues, Positioning Stakeholder Theory within the Debate on Corporate 
Social Responsibility (1st ed. EJBO 2007). 
8 “The financial crisis of 2008 is considered the worst financial crisis since the Great Depression of the 1930s. The 
financial crisis occurred because the banks were able to attract too much money, too quickly, which they utilized to 
prop up house prices and speculate on financial markets. This fiction resulted in mass evictions, foreclosures, and 
prolonged unemployment. Moreover, it damaged international financial institutions. Large organizations failed 
because of a decline in consumer sales, which further reduced economic activity. The federal government intervened 
by bailing out the banks that were on the verge of collapse.” See David M. Kotz, The Financial and Economic Crisis 
of 2008: A Systemic Crisis of Neoliberal Capitalism, Review of Radical Political Economics (2009), at 305–317. 
9 Özgü, supra note 4 at 83–88. 
10 “The market has experienced numerous booms and busts as a result of corporate practices. The financial sector 
has all but collapsed because of the deceptive accounting practices of mega companies, which have crippled the 
global economy. Organizations such as Enron, Nortel, Lucent, Qwest, Global Crossing, Adelphia, and WorldCom 
have created accounting and governance scandals that have resulted in global outrage.” See, e.g., Jerry W. Markham, 
A Financial History of Modern U.S. Corporate Scandals: From Enron to Reform, M.E. Sharpe (2006). 
11 Charles H. Ferguson, Predator Nation: Corporate Criminals, Political Corruption, and the Hijacking of America, 
(1st ed. Crown Publ’g Grp. 2012). 
12 Global scandals have threatened the economy while increasing insecurity on the part of residents. As a result, the 
monetary system has struggled because people fear spending and are concerned about a recession.  
13 Zachary Cheers, The Corporate Social Responsibility Debate (Liberty Univ. 2011), at 3–36. 
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claim that as corporations are artificial persons they have only artificial responsibilities, which 
are not pertinent to the responsibilities of the real world.14 This opinion is flawed because 
corporations interact with society and the environment daily. Regardless of how words are 
defined, the presence of an organization elicits real effects. The environment and society face 
actual consequences deriving directly from how establishments are run. To deny this truth is both 
illogical and irresponsible, as the negative consequences of big business have been evident 
throughout history. Our environment has been altered tremendously because of capitalism.15 The 
damage caused by pollution, deforestation, and the extinction of multiple species is only 
worsening. The safety and availability of the water supply have been severely compromised. 
Researchers have warned that the world population cannot continue to sustain itself with the 
resources currently available.16  
Ironically, it appears that corporations have created more problems than they have 
solved.17 Given this reality, checks and balances are needed to ensure that businesses no longer 
put the population at risk in the pursuit of profit. CSR is not by itself a comprehensive solution. 
Nor is it without its own issues. Further, it can be interpreted through action in multiple ways. 
However, when operationalized in meaningful ways, CSR can help direct business effort and 
thus society in a positive direction, whereby the world’s people and the world’s resources are 
protected and whereby financial profits can still be made.  
                                                 
14 A natural person is defined as “A human being that has the capacity for rights and duties.” Note that the word 
capacity means the ability to have rights and duties, rather than an obligation to them. Alternatively, an artificial 
person is defined as “A legal entity, not a human being, recognized as a person in law to whom legal rights and 
duties may attach—e.g., a body corporate.” See, e.g., People v. Frazier, Cal. App. 2d Supp. (Super. Ct. Cal. 2009). 
15 Ferguson, supra note 11. 
16 Janet McGurty & David Sheppard, Chevron Confirms Gulf of Mexico Oil Leak (Reuters 2011). 





Corporate Social Responsibility (CSR) has a comprehensive social definition.18 In fact, 
CSR is also referred to as or is understood as including corporate responsibility; responsible 
business; sustainable, responsible business; responsible competitiveness; and strategic 
philanthropy19—each of which is defined as a dynamic and contestable concept that can become 
embedded in social, political, economic, and institutional contexts. As a relatively new term with 
no agreed-upon definition, CSR, is generally held up as a reference for the role that firms can 
play in protecting and contributing to society. However, the European Union’s definition of CSR 
is broadly how the concept is understood: “Corporate social responsibility is a concept whereby 
organizations integrate social and environmental concerns in their business operations and 
stakeholder relations on a voluntary basis; it is about managing people and the environment.”20 
On this basis, CSR refers to economic and environmental responsibility. Its purpose: to create a 
higher standard of living while simultaneously preserving the profitability of the corporation or 
the integrity of the institution, for people both within and outside these entities.21  
 At its foundation, CSR refers to the idea that companies should refrain from focusing 
only primarily on maximizing profits and invest in the community including by embracing social 
responsibilities.22 Social responsibility focuses on the creation and maintenance of a positive 
relationship between businesses and the communities in which they are located and whose 
people they serve. According to the International Organization for Standardization, a 
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corporation’s dedication to society and the communities in which it operates is “a critical factor 
in […] [its] ability to continue to operate effectively.”23 Overall, an organization is measured by 
its collective performance based on all its interactions with the general public.24 Social 
responsibility obligates corporations to work diligently toward the welfare and interests of that 
public.  
 Historically, three periods are important in the development of CSR: the industrial 
revolution, the mid-twentieth-century welfare state, and the more recent globalization era all 
wrought significant changes in the relationship between business and society.25 During this time, 
it was confirmed that a firm should be held accountable for more than just its legal 
responsibilities to shareholders, employees, suppliers, and customers. This means that first, the 
firm must acknowledge and take full responsibility for the non-economic consequences of its 
activities in respect to the greater community and the natural environment. Although researchers 
may differ in terms of the definitions of CSR they use, under this concept, it is clear that in all 
aspects of their operations corporations are obligated to consider the interests of customers, 
employees, shareholders, communities, and the environment. 
Numerous academic and non-academic literatures include studies that reflect a historical 
trend toward individualism and a weakened sense of social responsibility in both business 
organizations and societies in general.26 However, despite the identification of this trend across 
multiple disciplines, the social attitudes of businesses and their relationship to policy-making 
have been widely acknowledged only recently. One explanation offered for why CSR is not a 
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dominant trend is that the pervasive secular-economic frameworks are not conducive to it. In this 
regard, it is argued that frameworks of this nature restrict businesses in terms of applying 
problem-solving and decision-making approaches to societal and business issues. For example, 
corporations are primarily motivated by profit and self-interest, so that solutions usually benefit 
one party while providing no benefit to or even disadvantaging other parties. Consequently, this 
organizational approach is influenced by a culture in which a number of failings have arisen 
regarding compliance with ethical codes and the fulfillment of CSR.  
During the industrial period, in the West, corporations grew so large that there was a 
general feeling within them and also more generally that they could not be held accountable for 
their actions.27 In fact, it was commonly held that a large corporation’s treatment of the 
community would remain uncontested such that private enterprises would continue to operate in 
an amoral vacuum.28 Consequently, the authors of much of the literature on business ethics have 
resigned themselves to the fact that there is a widespread community acceptance of the notion 
that the term “business ethics” is an oxymoron.29 The ramifications of this mentality have been 
observed and felt in society many times through organizational corruption. In response, 
individuals and groups have brought law suits and been compensated through this mechanism for 
a corporation’s failure to comply with ethical codes. Moreover, industrial waste and corruption 
continue to be significant for society. A refusal to address these issues destabilizes the country in 
question and exposes its vulnerabilities.  
The failure to hold corporations accountable reveals the power or business enterprise in 
society and collusion between politics and big business. It is also a reflection of the nature of 
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both economic and mainstream management theories, which have evolved to leave little room, if 
any, for moral and social principles.30 These theories suggest that the employees of corporations 
owe allegiance only to the leaders of those corporations. Admittedly, this measure drives 
businesses to maximum profits; however, it neglects to consider the employee’s role. Those who 
accept this model offer a straightforward argument, which is its pertinence to profit. Admittedly, 
a firm must be profitable in order to stay in business. However, profits should not be maximized 
at the expense of the public interest. Certainly, this viewpoint is associated with a broader value 
system and worldview in which advancing the public good and protecting the environment are 
paramount.  
The business world is overflowing with companies that receive accolades and awards. 
However, the morals of such companies are barely considered.31 In many companies, it has been 
argued, words such as trust, integrity, dignity, care, and virtue have no significant practical 
value.32 With increasing frequency, companies once held up as paragons stand mired in scandal. 
Over time, modern human society has cultivated a system whereby a focus on expediency and 
short-term outcomes is standard. This reality is related to a dependence on governments to create 
legislation to govern all aspects of life—including business. Sadly, callous behavior is expected 
from corporations. To expect better treatment is to be considered hopelessly naïve. Yet, such 
behavior may ultimately serve to damage corporate interests. It seems reasonable to surmise that 
behavior of this nature leads to cynicism and a lack of productivity on the part of employees, 
who are motivated based entirely on the size of their paychecks rather than on the importance of 
the goods and services generated through their work.  
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CSR has been shown to be a strategic solution for issues that arise in the community. 
Utilizing a CSR strategy has shown considerable promise as a proactive application for 
companies and even governments.33 Similarly, companies have come to realize the benefits of 
CSR. In emerging countries seeking to build a vital economy, CSR has taken on an added value. 
There is a growing realization that national development and CSR are intertwined. Consequently, 
it has been made increasingly clear that developing countries will be restricted from moving 
forward if they do not purposefully engage corporations including in ways that require them to 
be transparent about their social affairs and their contributions to capacity building. The 
underlying rationale for connecting coporate growth to capacity building is that the competitive 
position and the national standing of a country and the well-being of its citizens are inextricably 
linked to environmental, technological, and competency challenges.34 These challenges can be 
managed through corporate initiatives in partnership with governments. In 2007, the United 
Nations Industrial Development Organization reported that corporations in partnership with 
governments can make vital contributions to developmental challenges by creating innovative 
solutions.35 Further, in its study in 2007 “CSR and Developing Countries,” the UN’s Division for 
Sustainable Development argues that governments across the globe should promote CSR to 
enhance national competitiveness and to help fulfill public policy goals and priorities. 
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The Concept of CSR in the West 
 
Economist and Nobel laureate, Milton Friedman memorably referred to CSR programs as 
“hypocritical window-dressing.36 In his view, businesses inclined toward such efforts “reveal[ed] 
a suicidal impulse.” This response is interesting because Friedman had once pointed to the 
importance of CSR and the benefits of implementing it.37 Critics of CSR have used this 
statement as ammunition against their opponents. At the foundation of the critics’ position 
against CSR is the idea that it both distracts from the stated purpose of business and 
simultaneously places unnecessary pressure on business owners. Until relatively recently, 
disagreements over the proper focus of business were thin on the ground. The standard—
seemingly the only—opinion was that the sole purpose of business is to generate maximum 
profits for owners and shareholders. Although maximizing profits has remained the primary 
objective of business organizations, business leaders must realize that profit cannot be the only 
goal and that long-term viability whether in terms of ethical practices or profitability should not 
be the focus at the expense of long-term viability. When sales are down, business leaders tend to 
implement measures to cut costs even to the point of sacrificing the quality of their products and 
services.38 Efforts to save money can lead to cutting corners, which is unfair to customers and 
eventually threatens the brand. In the past, this trend has been shown to be detrimental over time, 
such that it should be addressed in a timely way. Under CSR principles, the primary focus should 
concern the creation of initiatives designed to develop the brand, to attract new customers, and 
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CSR is a controversial topic for scholars across disciplines, such as economics, 
management, law, ethics, and sociology.39 Perhaps the primary reason for this controversy is that 
no consistent definition has been agreed upon. Yet, the concept of CSR has been settled in a 
broader perspective in corporate management and is recognized as a long-term business strategy 
that balances corporate rights with obligations toward stakeholders.40 As a consequence, in part, 
of having no standard definition, the benefits of CSR have been questioned. Opponents of CSR 
claim that the language and practices of CSR have become a mere tool in the hands of 
corporations and public relations experts—a matter simply of presenting an image in line with 
CSR principles to manipulate consumers without making any meaningful change.41 According to 
experts, CSR has been used to deflect attention from corrupt business practices and on this basis 
to prevent dialogue among inattentive citizens. Moreover, it is argued that governments work 
with corporations to help them avoid regulations and gain or retain legitimacy so that they can 
obtain access to markets and decision makers—often with the goal of privatizing public 
functions. In this view, CSR enables businesses to protect themselves by implementing 
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ineffective, market-based solutions to social and environmental crises while deflecting blame or 
problems onto the consumer and hampering efforts to find just and sustainable solutions.42 This 
position is not without merit, as it is evident that corporations do, in fact, use CSR to influence 





CSR started from an old idea. Its roots are grounded in concepts promoted by the 
American steel magnate Andrew Carnegie who believed that the goal of business should be to do 
well in order to do good.43 He insisted that it was the duty of the rich to aid the less fortunate. He 
believed that the wealthy should be the stewards of the poor. Carnegie focused on the social 
good in tandem with corporate success and succeeded in realizing both.  
CSR has proven to be good for business. Yet, despite its benefits, CSR has been 
problematic in terms of application because corporations have been left to define CSR for 
themselves and the public. There is no standard, and, therefore, no grounded principles. 
Currently, CSR is whatever given corporations decide it is. Usually, this means that CSR is 
whatever is most convenient for them. Unfortunately, as there are no standards against which to 
determine whether or the extent to which a corporation is conducting business responsibly, 
confusion reigns.44 Admittedly, the element common to most definitions of CSR is that business 
practices must be created that respond to society’s expectations of successful corporate 
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citizenship. Instead of focusing on the law, proponents of CSR seek to reform corporations from 
within and thereby raise the standards of corporate conduct beyond what is currently observed.45  
Carnegie’s vision of the benevolent businessman remains influential and is even realized 
in what is called CSR today, although whereas Carnegie focused on stewarding the poor and 
sharing wealth through shared amenities, CSR encompasses a world view that connects 
explicitly to sustainability. However, just as Carnegie did, the proponents of CSR emphasize that 
virtuous companies are compensated in the marketplace. Thus, they do well by doing good. This 
argument is widely referred to as “the business case.”46 CSR could gain support from the 
population, if the concept is used successfully to prod corporations that operate in today’s high-
risk environment to pay closer attention to their impact on and responsibility to both society and 
the environment.  
Although the CSR movement may be successful, it suffers from two principal 
problems.47 The first problem concerns a lack of standards as a basis for accurately defining, 
including by quantifying, the actions that determine whether and the extent to which a 
corporation can be termed “responsible.” The second problem is an over-reliance on “civil 
regulation”—that is the tendency to expect citizens to observe and evaluate company actions and 
to act accordingly. This over-reliance on the citizenry is problematic not only because it is 
difficult for citizens to be vigilant in regard to the actions of corporations but because individual 
experience and opinions vary, making it impossible to attain an informed consensus. These two 
problems are related, as instead of providing a foundation for legislation, they obfuscate the 
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issues that CSR is supposed to address, making the creation and enforcement of local, national, 




Traditionally, CSR has been determined by the leaders of corporations who pick and 
choose the social programs that are attractive to them. Some companies do employ CSR 
managers, although this is far from being standard practice.48 In any case, even when CSR 
managers are appointed, they are likely to struggle to obtain adequate financial and professional 
support to be effective in their positions. Generally, in the CSR landscape, companies tend to 
begin by investing in environmental programs under the CSR banner,49 such as making a 
commitment to reduce pollution and/or waste produced in manufacturing processes. Through 
programs such as these, companies have become greener—and simultaneously they have become 
more efficient, improved their bottom line, and strengthened their brand image. Certainly, these 
are welcome initiatives and welcome outcomes. Yet, a problem remains: this approach allows 
organizations to define corporate responsibility according to a set of principles that are neither 
transparent, nor agreed upon more generally. The point here is that much more can be done. 
In the view of John Ruggie, author of the UN Guiding Principles on Business and Human 
Rights, companies that refuse to adopt CSR typically approach the recognition of rights as they 
would other social expectations, risks, and opportunities: that is, companies determine which are 
most relevant to their business operations and set their policies accordingly.50 In Ruggie’s 






account, this discretionary approach leaves companies open to considerable risk, as evident in 
the numerous corporate lawsuits, protests, and intense international criticism directed at 
companies that do not pay adequate attention to human rights. Not having a standard definition 
promotes obscurity and insecurity and introduces problems for stakeholders who seek to hold 
corporations accountable for the consequences of their actions. This ambiguity is problematic 
because it puts courts in the position of deciding on the parameters of CSR. Predictably, the 
opinions rendered in the courts have differed considerably, thereby giving rise to more confusion 
where clarity is needed. 
 
Do Corporations Have a Responsibility to Society? 
 
Historically, businesses have faced intense criticism for failing to contribute to society 
and worse criticism for undermining the interests of society in the single-minded pursuit of 
profits for a relatively small number of shareholders. Complaints regarding organizations that 
focus solely on profits rather than people have provided unlimited fodder for politicians, 
activists, and public-interest attorneys. Consequently, in recent years, CSR practices have 
emerged as a significant focal point of management strategy in American corporations. 
Predictably, CSR is not universally popular. However, undoubtedly, its implementation has had a 
positive influence on the direction of business in the twenty-first century. CSR may be regarded 
as socially progressive. However, it is not a remedy for all society’s ills. Nor should CSR, or, 
indeed, any initiative, however broadly conceived and extensively implemented, be expected to 
do so. As a consequence, some commentators have concluded that corporations should remain 
focused on legally maximizing shareholder wealth based on ethical principles. According to this 
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position, CSR should be pursued only if doing so advances this objective. Debates over CSR 
tend to be controversial in the US because there is no legal basis for implementing it. This is 
problematic given the argument that businesses operate to serve their shareholders such that CSR 
initiatives may clash with the goal of maximizing wealth for that group. In this regard, it has 
been argued that it is essential to define the purpose of corporations in respect to the nature and 
scope of their fiduciary obligations. 
 
How Was the Business Paradigm Created? 
 
Humans are the only species who pay to live on the earth. In fact, in most societies, 
everything about human life involves spending money. Even before a person’s first breath, the 
price of life starts to accumulate. Food, clothes, shelter, education, recreation, health care—all of 
these are essential and all call the person to account. The extent to which a person pays for one 
thing or another and the ways in which payment is made differ from one context to another. Yet, 
the premise remains the same.  
This paradigm was not created by chance. The introduction of capitalism immediately 
altered popular perceptions.51 Where once, people placed value on their work and their families, 
capitalism shifted the focus to consumerism. As a result of this paradigm, society has suffered 
tremendously. Sociologist Robert Putnam reported that when asked to identify the elements of 
“the good life,” 38% of a sample of American adults chose “a lot of money” in 1975—a figure 
that rose to 63% in 1996.52 The logical inference to draw from data such as these is that 
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Americans have become increasingly more concerned with accumulating wealth. The result is a 
money-centric society, defined as a society in which money has become the focal point of all 
thoughts, decisions, and activities.53 Although capitalism increases the probability of money-
centrism, any nation whose individuals lack supportive communities will become increasingly 
dependent on money for their survival, which eventually creates a society defined as money-
centric. Such societies ultimately influence all to focus on cash at the expense of their other 
desires in order to survive. 
Psychologist Dr. Tian Dayton claims that the compulsive desire to attain money is 
pertinent to a class of behaviors known as “process” addictions or “behavioral” addictions, which 
differ from addictions to substance abuse.54 Process addictions involve a compulsive and 
uncontrollable relationship with activities such as gambling, eating, and accumulating or 
spending. Although not a chemical addiction, process addictions are defined by engaging in 
compulsive behavior, because the addict perceives him/herself as realizing a benefit from doing 
so. The idea of process addictions has become fairly common in Western society, and an 
extensive body of literature is dedicated to the subject. Of interest in the present study is the 
process addiction focused on good feelings arising from receiving money or material items. 
Moreover, an addiction to spending money is another common type of money-associated process 
addiction, which can ultimately be devastating to an individual’s well-being, whether considered 
in terms of social or financial well-being, as well as his/her health. An addiction to either 
accumulating or spending money reveals a correlation between money and changes in brain 
chemistry that are similar to the mood-altering effects of alcohol or drugs. Individuals with a 
process addiction engage in specific activities that stimulate the release of brain/body chemicals, 
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such as dopamine, which produce a “high” similar to that achieved using certain drugs. In other 
words, an addiction to money is physiological—it inheres in a change in the chemistry of an 
addict’s brain.  
It is in the context of human psychology and behavior that big business is conducted, and 
government policies in relation to big business have often come under fire for failing to take 
account of the fact that people run businesses. On this point, businesses have been forced to 
maintain profits or risk government intervention. More specifically, the U.S. government has 
noticed that when the structure of a mega company comes under threat, the result can be a 
negative effect on society. For this reason, successive governments have taken legislative steps 
to reduce the probability of failure on the part of large corporations.55 Under the Dodd-Frank Act 
of 2010, federal regulators were given the authority to determine when the actions of financial 
corporations were putting the country’s financial system in danger and the power to require 
corporations to implement specific measures to lessen the probability of a systemwide collapse 
based on the failure of certain corporations. Implementation in this respect has caused alarm, 
however, as numerous corporations and organizations have taken the position that the law is too 
invasive. In addition, opponents claim that the country should not rescue financially stricken 
companies because doing so only translates to a lack of pecuniary responsibility. According to 
this view, bailing out companies promotes a negative message because it directly invalidates the 
tenets of capitalism.56 Nevertheless, the proponents of the law claim that certain corporations, 
and particularly financial institutions, are so large and so interconnected that their failure would 
be disastrous to the greater economic system such that government support should be 
                                                 
55 Sorkin, supra note 51.  
56 Kenan Japhet, Debate on Mandatory Corporate Social Responsibility (Nat’l Seminar on Strategies for Bus. 
Excellence in Global Era 2015). 
28 
 
forthcoming when they face potential failure. This latter argument certainly has validity. 
However, it does not obviate the fact that government intervention takes responsibility away 
from big business and places an added burden on the country’s citizenry. Opponents argue that 
government intervention designed to rescue failing companies gives rise to what is known as 
moral hazard whereby a company with the potential to benefit from these protective policies will 
seek to profit by them.57 Critics have argued that the policy is counterproductive and asserted 
that large banks and other institutions should be left to stand or fail as their business decisions 
dictate. As discussed, the government’s policy of not leaving banks and other similar financial 
institutions to fail is designed to offset significant economic losses to the country—losses that 
would be diffuse and indirect and that would aggregate quickly. Additionally, the possibility of 
contagion to other financial firms, whereby the failure of one firm triggers the failure of others, 
should be considered. On this point, some critics, including Alan Greenspan, have argued that 
such large organizations should be broken up into smaller units to lessen the financial impact of 
failure.58 
 
Fraud and Corruption 
 
Over the past several decades, numerous markets and capitalist economies have emerged 
worldwide. However, this growth has proven to be vulnerable given the interdependence of 
numerous local economies. Currently, economies globally are transforming into a single, highly 
centralized economy, dependent primarily on vast homogenized markets and ever-increasing 
trade. Governments have facilitated the advancement of this model through rewriting trade 
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treaties, laws, and regulations even though its implementation has been the catalyst for a range of 
social, economic, and environmental issues. It is the case that this interdependence has served to 
promote cohesiveness within and outside localities. Moreover, it has reinforced organizational 
standards.  
Organizational success is difficult to achieve when companies focus solely on their own 
profit. Therefore, companies of different kinds have united to promote business and community 
objectives.59 Although proven to be beneficial in some regards, these collaborations have also 
brought their own problems. That is, through internal and external collusion, companies have 
exploited loopholes and thereby threatened long-standing systems of great importance to the 
functioning of entire economies. For example, the recent scandal concerning the U.S. housing 
market crash as well as the hedge fund and banking fraud temporarily crippled the country’s 
economy and devastated the economic well-being of vast numbers of people. Although the 
consequences were widely deplored, little has changed. Unfortunately, corruption continues to be 
commonplace in the business world—an apparently inherent aspect of doing business.  
Fraud, in its many versions, is defined as any intentional act or omission designed to 
deceive others. It has become so expected that companies record losses associated with it in their 
books even before creating their annual reports.60 In an effort to deter fraudulent activity, 
companies create system controls designed to act as barriers to fraud.61 These controls range 
from management reviews and real-time data analysis of transactions to robust whistleblower 
programs and rigorous client and partner vetting. They also include a wide range of flexible 
compliance strategies, including tipster hotlines, qualitative interviews with employees, and a 
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process for collecting employee feedback on an ongoing basis.62 Although businesses have 
implemented some extensive security protocols, fraud-related incidents are on the rise, with the 
majority occurring online.63  
Every individual, business, and organization in existence today faces the threat of fraud. 
Every day, ordinary individuals and large corporations lose money due to instances of fraud. 
Given these large and escalating figures, fraud is putting a strain on the entire economic system. 
Moreover, it is revealing a comprehensive and deep-seated systemic deficit. Despite the 
existence of numerous government agencies dedicated to reducing fraud, extreme cases have 
continued apace. Let us take, for example, the Enron Corporation, one of the world’s largest 
electricity, natural gas, communications, and pulp and paper companies,64 Founded in 1985 in 
Texas, Enron employed approximately 20,000 people and was named “America’s Most 
Innovative Company” for six consecutive years by Fortune magazine. The company claimed 
revenue of approximately $111 billion during 2000. One year later, the country was shocked 
when the company filed for bankruptcy. However, shock turned to anger for shareholders when 
an internal investigation revealed that Enron’s reported financial condition was sustained by an 
institutionalized, systematic, and creatively planned accounting fraud. Not only had Enron 
grossly underreported its debt, the company had also misreported its profit. Immediately after the 
organization had filed for bankruptcy, the Department of Justice began a criminal investigation. 
The result: three of the company’s top executives were convicted on charges of conspiracy and 
fraud. Unfortunately, the infamous fraud perpetrated by Enron, is only one example among 
many. 
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There are numerous accounts of corporate fraud in the West. Bernard Madoff is just one 
in a sea of names of those prosecuted for fraud.65 It is staggering to consider the number of 
people who are never indicted. Nevertheless, Madoff is noted as having run the largest-scale 
Ponzi scheme in history—a scheme he operated for approximately thirty years. When the scheme 
finally collapsed, Madoff confessed to committing fraud and cheating investors out of upwards 
of $19.5 billion. After Madoff’s indictment, it came to light that although numerous financial 
institutions with which Madoff had had dealings admitted to believing that he was running a 
Ponzi scheme, none had interceded to halt the fraud. Perhaps this is because the partnerships 
were beneficial to the bottom line of those companies. However, some organizations that 
attempted to engage Madoff quickly cut off ties because of fears of scandal. At one point, the 
executives of Goldman Sachs paid a visit to Madoff to determine whether to recommend his 
service to their clients. Yet, any possibility of doing so was removed when, as a partner of 
Goldman Sachs stated, “Madoff refused to let them do any due diligence on the funds” and when 
asked about the firm’s investment strategy they couldn’t understand it.”66 Consequently, the 
company blacklisted Madoff and then banned its brokerage agents from trading with him. 
Interestingly enough, although executives at Goldman Sachs had concerns about Madoff’s 
business operations, they never shared these in any public way. They simply took steps to protect 
their company and allowed the fraud to continue. This realization should prompt questions 
regarding the morality and loyalty of America’s business leaders. Their collective refusal to 
protect the public in favor of profit should be cause for alarm. Although the other corporations 
involved in the Enron fraud received no punishment for their negligence, Enron’s directors paid 
dearly for their own fraudulent practices. Thereafter, corporate America found itself dealing with 





a new and harsh regulatory scheme enacted in response to Enron’s transgressions.67 The scandal 
also brought into question the accounting practices and activities of many corporations in the 
United States and was a factor in the enactment of the Sarbanes–Oxley Act of 2002 to combat 
fraud, better the reliability of financial reporting, and retrieve investor confidence.68 
 
Deceit and Scandal 
 
For many people, words associated with money have a negative connotation. In fact, it is 
quite common and politically correct to blame what is referred to as the excesses of capitalism 
for the economic problems the world now faces. For a number of years, fraud on Wall Street 
dominated the business news. Fraud is such a frequent occurrence that deceitful business 
practices appear to be standard in the West. To be fair, scandals are not restricted to the West. 
Certainly, Eastern countries have experienced similar incidents. In 2007, South Korea suffered a 
scandal that resulted in shockwaves that temporarily immobilized the nation. Incriminating 
allegations were made against Samsung Group Chairman, Kun Hee Lee, based on rumors that 
his company regularly gave bribes to Korean politicians, prosecutors, and government officials 
from a multimillion-dollar slush fund. Surprisingly, prosecutors eventually dropped all charges 
for lack of evidence.69 During this time, the chairman was also accused of issuing illegal 
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convertible bonds at below market prices and manipulating evidence and testimony. However, 
the Korean Supreme Court acquitted Lee of all criminal charges in 2009. 
British Petroleum, also known as BP, is a national British company that operates in all 
areas of the oil and gas industry, including exploration and production, refining, distribution, and 
marketing, petrochemicals, power generation, and trading.70 It also has renewable energy 
interests in biofuels and wind power. At present, BP operates in approximately seventy countries, 
produces around 3.3 million barrels of oil equivalent per day, and has total proved reserves of 
17.18 billion barrels of oil equivalent. The company has approximately 17,200 service stations 
worldwide, including 7,000 in the US. Undoubtedly, the company is tremendously prosperous, 
but at what cost? BP’s operations have had a direct negative impact on the environment and on 
the livelihoods of countless people.71 Numerous oil spills and pipeline leaks associated with BP 
have had dire effects on the ocean and local people. The Gulf of Mexico Deepwater Horizon oil 
spill of 2010 is considered the worst ever U.S. offshore event. Thanks to an explosion and the 
sinking of an oil rig, a sea-floor oil gusher flowed for eighty-seven days. Before it was capped, 
the well had released more than four million barrels of crude oil into the ocean. Reports in early 
2012 indicated that the well site was at that time continuing to leak. Assessing the environmental 
implications of this incident is a difficult matter. Without a doubt, the damage is far-reaching. 
Also, without a doubt, the penalty imposed was far less than the damage to the environment.72 
Mile-long oil slicks were observable from planes. Additionally, oil washed ashore and devastated 
marine life. Birds and dolphins covered with oil were found dead on the shore and in the ocean. 
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Countless animals were affected by this accident. Even today, mutated and diseased fish, many 
with lesions and tumors, continue to wash ashore.  
There was also a human cost. The quality of life diminished drastically for those near the 
gulf. Local fishermen were devastated by the oil spill.73 Among many consequences, the 
fishermen had to use gas masks to travel offshore because the smell of gas was so strong. 
Scientists are fearful that significant negative effects on health will eventually become evident. 
Even though it may be many years yet before any health effects are observed, recent research 
concludes that fetal exposure to a chemical found in crude oil is associated with an increased risk 
of congenital heart disease (CHD).74 A study presented in 2011 at the Pediatric Academic 
Societies (PAS) revealed that babies who had been exposed in utero to a chemical found in crude 
oil were at increased risk of CHD. Environmental causes of CHD are suspected, and animal 
studies have revealed that certain chemicals cause CHD. According to D. Gail McCarver, MD, 
FAAP, lead author of the study, CHD is a major cause of childhood death and leads to life-long 
health problems.75 The damage to the ocean and to human and marine life were further 
exacerbated by the use of Corexit as an oil dispersant.76 Banned by the British government 
because it is toxic to humans and known to be toxic to marine and plant life, this chemical was 
still used in the cleanup effort.77 In fact, this usage of Corexit was the largest application of the 
chemical in history. Normally, oil rises to the surface where it can be collected. However, 
Corexit breaks oil into small particles, which then fall to the bottom of the ocean.78 Unbeknownst 
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to all, when the Corexit mixed with the oil it became poisonous and attached itself to plants, 
animals, and humans for whom it is absorbed through the skin.79 Coastal dwellers complained of 
large rashes and sores on their stomachs, arms, and legs, even of flesh eaten through, and 
considerable video and picture evidence verifies their claims. In addition, residents complained 
of burning throats and chests as well as respiratory problems.  
Many suits were filed against BP for negligence. However, they didn’t get sufficient 
money.80 Members of the press and others complained that BP purposefully hid information 
from the public and the government to protect itself. Overall, it appears that the regulatory 
agencies united with BP to cover up the oil’s effects. The Minerals Management Service is on 
record as inaccurately assessing the effects on wildlife. In documentation released by the firm, 
nonexistent species were specifically mentioned as key wildlife.81 Moreover, independent 
researchers were accosted and threatened when they attempted to learn more about the spill 
while some of BP’s on-call experts were reported as having passed away many years earlier.  
Although BP and the government have said that the spill is fast disappearing, recent 
research has revealed that the worst effects have yet to be seen. In fact, this deepwater spill 
differs significantly from all other spills ever recorded. Technological advances allowed the 
corporation to drill at unprecedented depths. However, the company had neither the protocols 
nor the advanced safety equipment needed to prevent and address disasters of this nature.82 
Consequently, BP’s gamble led to one of the most expensive accidents in history.83 The firm’s 
reckless pursuit of profit has profoundly harmed not only the Gulf Coast, but perhaps what was 
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then the largest, richest, most pristine, most biologically expansive, and last completely 
unprotected ecosystem left on Earth: the deep ocean. It is not unreasonable to describe the 
actions of BP and its partners as those of modern-day pirates operating beyond law, conscience, 
and consequence. 
 
Capitalism’s Effect on Business 
 
Focusing primarily on the bottom line has had a negative effect on society, as it generally 
means that businesses introduce cost-saving measures that can compromise quality and even put 
public safety at risk. Financial innovation is essential. However, if the concern is more about the 
bottom line than the consumer, then the probability of exploitation inevitably increases. Let us 
consider the recent water crisis in Flint, Michigan. Residents’ complaints about the quality of the 
water in their locale were ignored until a whistleblower revealed information regarding a cover-
up. According to local health officials, corrosive Flint River water was causing lead from aging 
pipes to leach into the water supply, thereby resulting in elevated levels of the heavy metal.84 As 
a consequence, approximately 12,000 children have been exposed to drinking water with high 
levels of lead and are likely to have lifelong health problems as a result. The population was 
exposed in this way because the city had switched its water supply from the Detroit system to 
Flint.85 According to the politicians, the switch was a cost-saving measure for the far from 
wealthy city. As soon as the switch occurred, the residents began to complain about the water’s 
color, taste, and odor. Numerous citizens reported angry-looking rashes and expressed concerns 
regarding an increase of waterborne bacteria. Rumors surfaced suggesting that the water was 
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responsible for an outbreak of Legionnaires’ disease that killed ten people and affected another 
seventy-seven. Consequently, several lawsuits were filed against government officials regarding 
the issue and several investigations were opened.86 Eventually, President Obama declared the 
city to be in a state of emergency. Further, it appears that the switch has cost considerably more 
money than what would have been saved. Four government officials—one from the City of Flint, 
two from the Michigan Department of Environmental Quality (MDEQ), and one from the 
Environmental Protection Agency (EPA)—resigned over the mishandling of the crisis. An 
additional MDEQ staff member was fired, and a termination hearing is pending for another.87 
Governor Snyder made a public apology to the citizens while promising to fix the problem. 
Later, he sent $28 million to Flint for supplies, medical care, and infrastructure upgrades and 
budgeted an additional $30 million to Flint, which will provide water bill credits of sixty-five 
percent to residents and credits of twenty percent to businesses. Evidently, the governor did 
attempt to address the problem. Yet, the phrase that comes to mind is “too little too late.”  
On the other hand, capitalism has provided some needed positive structure worldwide—a 
structure that means people can profit from their talent, creations, and hard work. For many, 
money is earned through the sacrifice of their time, energy, intellect, and sometimes their bodies. 
Most people are obliged to work in one way or another, thereby creating something of value to 
others and securing the money to purchase goods and services for themselves. Observed through 
this lens, the free market at the center of capitalism ensures that (some) people’s needs are met 
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effectively and efficiently.88 Moreover, under capitalism as compared to other economic systems, 
the cost of services and products is considerably lower because the mechanisms of capitalism 
promote competition in the marketplace. Further, under capitalism, individuals can accumulate 
wealth if they can persuade the population to purchase their product or service.89 On this basis, 
capitalism promotes enterprise. This model allows transactions to flow freely as the most 
successful organizations fulfill some human need or desire. Moreover, it can be argued that 
capitalism has led to innovations that have improved the standards of living. To remain relevant, 
businesses are constantly developing and diversifying. A prime example is Google, a dot-com 
startup that has become an integral part of the Internet. The company has made money by 
providing free information to people almost instantaneously. Success in that industry led to 
investments in numerous other ventures, such as robotics, technology, and housing.90 This 
diversification allowed industry leaders to enter foreign markets for profit. It should be noted 
here that in large part Google’s success arises from its focus on consumers. By providing a high-
quality service free of charge, the company created a strong brand and community image. As a 
result, people started investing in services provided by Google that required payment. Recently, 
Google was ranked by the Reputation Institute as the No. 1 company in its Global Corporate 
Social Responsibility (CSR) RepTrak rankings.91 Google has proven itself to be a source of 
                                                 
88 Richard J. Arneson, Liberalism, Capitalism, and “Socialist” Principles (2nd ed. Cambridge Journals 2011), at 
232–261. 
89 Id. 
90 John Battelle, The Birth of Google, Wired (Aug. 1, 2005). 
91 “Corporate social responsibility is one of the most complex areas of a company’s public identity,” said Brad 
Hecht, chief research officer at Reputation Institute. “The companies in the Global CSR RepTrak 100 are 
succeeding not only at being good corporate citizens, but in communicating those characteristics to consumers who 
increasingly rely on a brand’s reputation in making purchasing decisions and recommending products and services 
to others.” See Max Miceli, Google Tops Reputation Rankings for Corporate Responsibility, (Sept. 17, 2015). 
39 
 
benefit to vast numbers of people, which has led, in turn, to diversification without any loss of 
focus or quality and to corresponding profits for the company’s shareholders.  
The face of capitalism is changing. Advertisements posted on the Internet have leverage 
exposure. Individuals have many more options in terms of how, where, and what they purchase. 
Numerous small businesses have grown that rival larger companies by offering personalized 
services, thereby creating a niche that has been well received by the public. Supercapitalism is 
the term for this free enterprise system.92 Robert Reich, Secretary of Labor during the Clinton 
Administration, referred to the current age as supercapitalism to define how capitalism is 
evolving.93 According to Susan Rosenthal, modern capitalism has evolved into a form of 
supercapitalism that operates globally and serves shareholders by searching for the highest rates 
of return, the lowest possible input costs, and the most substantial profits.94 Investors have 
always demanded maximum stock market returns whereas consumers have always sought the 
lowest possible prices. Consequently, several technological advances have led to improvements 
in multiple markets by rendering them more efficient than before. As a result, stock prices have 
hit a historical high, and consumer products have become ever more diverse. According to 
Reich, in the conditions of supercapitalism, the corporation as a whole must, for competitive 
reasons, resist doing anything that either hurts or fails to help the bottom line.95 Under 
supercapitalism, there can be no social responsibility, at least not to any significant extent. 
Regardless of this perspective, over the last several years, the tenets of CSR have become 
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popular in America’s business and management schools as the philosophy has become 
established as a political and social science.  
 
The Evolution from Philanthropy to Corporate Social Responsibility 
 
CSR can be expressed in numerous altruistic ways that promote charity to society and 
engage company leaders and employees more generally in voluntary and philanthropic activities 
in their local communities. Moreover, some corporations and organizations that include CSR in 
their operations provide assistance to private and public educational institutions. However, views 
of CSR and the extent to which and the ways in which it is implemented vary including in 
relation to where the corporation is based.96 Many companies in the west tend to regard CSR as a 
way to give a percentage of their profits to repay an obligation to society. Similarly, India 
recently introduced changes to incorporate CSR into the country’s policies concerning business 
structure. It is evident, therefore, that the popularity of the concept differs across cultures. Yet, 
the tenets and implementation are broadly similar.  
Today, it is considerably more difficult to operate in secret and news and rumors spread 
rapidly, living on forever in the context of the Internet. Given the damaging effects of capitalism, 
there have been widespread calls for reform. As this is the case, capitalists have been forced to 
engage in philanthropy to soften capitalism’s image. According to Susan Rosenthal, capitalists 
have used philanthropy to pose as social saints focused on shaping society in their vision while 
actually creating confusion about the nature of capitalism.97 Prior to this transformation, 
nineteenth-century capitalism was exposed for its crimes against the public such as slavery, 
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extermination, exploitation, mass starvation, corruption, and war.98 Logically, a minority cannot 
rule a majority by force alone so the former must convince its victims of its legitimacy or 
confuse them sufficiently to gain their compliance. In achieving this feat, the capitalist class has 
presented itself as the savior of humanity. Through philanthropy, the rich have promoted their 
charitable work as a sign of their morality. At the same time, fraud and unethical corporate 
conduct on the part of financiers have called into question the American financial institution as 
well as capitalism itself.99 This state of affairs has produced arguments pertaining to whether 
capitalism is defunct. Economists have defined capitalism as a market system where production 
and consumption are driven by rational decisions and self-interest for the gain of individual 
private citizens. However, any consideration of the impact of capitalism must take into account 
the cost of doing business. 
 
Stakeholder Theory Versus Shareholder Primacy Theory  
 
Businesses do not thrive solely because of the consumers who purchase from them. To 
remain relevant, stakeholders and shareholders invest in the direction of the corporation. 
Shareholders or “stockholders” are any persons, organizations, or federal institutions that own at 
least one share of a company’s stock. However, shareholders are not part owners of corporations. 
The rights of shareholders are much more limited than those of business owners. Shareholders do 
not own any kind of tangible property. Their profits depend directly and entirely on the success 
of the business. If the company loses money, so do the shareholders. In contrast, stakeholders are 
persons, groups, or organizations with an interest in the direction of the organization. 
                                                 




Stakeholders—a group that includes shareholders, creditors, directors, employees, suppliers, 
unions, and the community from which the business secures resources—influence and/or are 
influenced by the organization’s actions, objectives, and policies.100 Shareholders own part of a 
company through stock ownership, whereas stakeholders are invested in the company’s 
performance far beyond any appreciation of its stock.  
To describe the interests of stakeholders and shareholders, two major theories have been 
proposed: stakeholder theory and shareholder primacy theory. Stakeholder theory, introduced in 
1988 by Edward Freeman, is a theory of organizational management and business ethics that 
addresses morals and values in managing an organization.101 The basic idea of this theory is that 
managers have a primary duty to maximize shareholders’ wealth legally and ethically. According 
to this theory, managers must balance shareholders’ financial interests against the interests of 
other stakeholders such as employees, customers, and the local community, even if doing so 
reduces shareholder returns. According to proponents, businesses should obey the law and 
maximize shareholder wealth ethically. On the other hand, shareholder theory, also referred to as 
Shareholder Primacy Norm (SPN), is a universal precept of corporate law governing corporate 
decision-makers’ focus on shareholders’ interests. An aspect of a manager’s legal fiduciary duty, 
SPN requires managers and company directors to further the interests of the corporation’s 
shareholders. This theory is generally presented in opposition to CRS because adherence to it on 
the part of corporate leaders mitigates against considering the interests of other stakeholders. 
Although the effectiveness of this model has been challenged, it is generally held that the 
primary objective of companies is to maximize shareholders ‘profit. 
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Stakeholder theorists see blood in the water because of scandals at mega companies such 
as Enron, Global Crossing, ImClone, Tyco International, and WorldCom. The corruption that has 
been revealed has raised legitimate fears concerning the independence of business and the ability 
of individual firms to operate without a higher level of government oversight than has been the 
case to date. In addition, there are concerns regarding incentive schemes and investor 
recommendations prevalent at banks and insurance companies. The question is whether the best 
interests of the consumer or the organization are considered when interacting with the public. 
The multiple well-known cases of fraud and scandals have all provided rich fodder for those who 
question the premise of shareholder supremacy. Opponents claim that rampant fraud and deceit 
signals the failure of shareholder theory.102 Although shareholder theory has been challenged, the 
U.S. government continues to decide in its favor.  
The primacy of this theory has a long history, and the effects of a landmark court 
decision a century ago continue to be felt today. In 1919, the plaintiff shareholders, Dodge et al., 
brought an action against the defendant corporation, Ford Motor Company, to force the latter to 
pay a more substantial dividend and to change certain business decisions.103 Prior to the court 
case, Ford owned approximately fifty-eight percent of the stock of Ford Motor Company 
whereas the Dodge brothers owned ten percent. Five people held the remainder of the shares. 
Ford Motor Company had paid an annual dividend of $1.2 million to these stockholders. 
Additionally, it paid huge “special dividends,” which totalled over $40 million. Henry Ford 
publicly disclosed to the shareholders that the organization would stop disbursing these special 
dividends to focus instead on benefiting the public and expanding the company. Moreover, Ford 
stated that he would lower prices, while simultaneously growing profit. In response, the 
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shareholders sued in order to force Ford Motor Company to resume paying the special dividends 
and to uphold the proposed expansion of the firm’s operations. The Michigan Supreme Court 
ruled in the shareholders’ favor on the premise that companies must operate in the interests of 
shareholders, rather than in a charitable manner for the benefit of employees or customers. The 
judgment affirmed that organizations were primarily responsible for making as much money as 
possible,104 thereby reinforcing shareholder primacy as the standard for corporate America.  
The case confirmed the business judgment rule, which is a presumption that in making a 
decision, the directors of a corporation are acting on an informed basis, in good faith, and in the 
honest belief that their actions are in the best interests of the company.105 The court, however, 
declined to interfere with Ford’s plans for expansion, which led to the dismissal of the majority 
of the plaintiff’s complaint. In fact, applying the business judgment rule led many courts to 
presume that an altruistic decision was in the corporation’s best interests.106 During the Ford 
trial, the shareholder wealth maximization tenets were drafted as a standard, but the business 
judgment rule remained the authority.107 Although Ford was penalized according to this rule, the 
judgment left Ford with latitude pertaining to how to run the company. Unbeknownst to Ford, his 
theories about money and the company’s obligation to the public and the firm’s workers and 
customers would become the foundation for the establishment of CSR in the US.   
The federal government’s opinion concerning corporate social responsibility was 
famously articulated in the case of Dodge v. Ford Motor Company. In fact, court rulings have 
been the catalyst for further discussion regarding the laws pertaining to corporate governance.108 
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Through them, the government formally concluded that a business corporation’s primary 
obligation is to increase profits. The plaintiff complained that Ford had an improper relationship 
with his workers and customers, which motivated his business effort. In the judge’s view, the 
directors are employed merely to pursue profit. Yet, even so, objective, corporations are operated 
at the discretion of the directors as long as processes are executed in such a way that there is no 
reduction in profit or that profits are withheld for a purpose outside the principal objective. 
Dodge vs. Ford was a landmark case, which cemented financial legislation in the U.S. 
Although the trial was relevant to all companies, the case had only a handful of precedents. 
Despite its firm opinion, Dodge did not agree that its directors should be held liable for 
considering the social consequences of corporate behavior.109 Moreover, the company was 
against the idea that courts should closely supervise the conduct of corporate directors to ensure 
that every decision would maximize shareholder wealth. Although the courts decided in Dodge’s 
favor, it refused to render a judgment regarding Ford Motor’s proposed expansion plan. After all, 
a court does not perform the function of a board of directors.110  
A focus on increasing corporate profits and maintaining shareholder interest has not 
always been upheld as valid in court. Some cases suggest that the administration is not obligated 
to treat the wealth of shareholders as its sole objective. A.P. Manufacturing Co. v. Barlow, a case 
from 1953, is one case that reveals the importance of building community relationships.111 
Shareholders disapproved of a contribution given to a local college because they felt it breached 
the duties of the directors, which is to comply with the shareholders’ interest. In particular, they 
contended that there was no express authority written in the corporation’s certificate of 






incorporation to validate the donation. The directors of A.P. Smith Manufacturing maintained 
that their approval of a $1,500 gift was valid because they believed that it was in the 
corporation’s best interests to join with others in the community in support of Princeton 
University.112 The company’s president stated that he believed the donation to be an appropriate 
investment as it furthered the company’s self-interest by ensuring a continual flow of highly 
qualified graduates, some of whom would become company employees in the future. He 
continued by saying that the public expects corporations to aid philanthropic and benevolent 
institutions. Therefore, it is in the company’s best interest to engender good will throughout the 
community. He concluded that the charitable donations created a favorable environment for the 
company’s business operations.  
New Jersey statutes allowed corporations to make charitable donations as long as the 
recipient did not own more than ten percent of a corporation’s stock. However, the shareholders 
of A.P. Smith Manufacturing Co. argued that this was not applicable because the corporation 
was incorporated prior to the legislation.113 Regardless of the shareholders’ opinion, the judge 
decided that the directors of A.P. Smith Manufacturing Co. could make charitable donations, 
provided there was no legal or personal conflict of interest. The ruling enforced the position that 
modern conditions require corporations to acknowledge and discharge social as well as private 
responsibilities as members of the communities in which they operate. 
The differences between the Barlow and Dodge cases are interesting. As the Barlow court 
recognized, the long-term interest of shareholders can be well served by decisions (such as 
charitable giving) that appear harmful in the short run.114 Because the court acknowledged that 






the challenged contribution could be justified on the basis of maximizing profit, its broader 
language on CSR is arguably mere dictum. According to Dodge, “It is not within the lawful 
power of a board of directors to shape and conduct the affairs of a corporation for the merely 
incidental benefit of shareholders and for the primary purpose of benefiting others.”115 In any 
event, Dodge’s theory of shareholder wealth maximization has been widely accepted by courts 
over an extended period. Almost seventy-five years after Dodge, the Delaware chancery court 
rendered a similar opinion: “Directors must attempt, within the law, to maximize the long-run 
interests of the corporation’s stockholders. Because of its growing popularity, critics have asked 
what is the economic rationality of the implementation and does it maximize the long-run 
interests of the corporation’s stockholders.”116 
Shlensky v. Wrigley, a case from 1968, is another example of the court’s ruling in favor 
of CSR.117 This US corporate law case challenged the judgment rendered in Dodge v. Ford. The 
ruling has great symbolic importance because it has helped reverse capitalism’s inherent concept 
that corporations should primarily pursue shareholder values. In addition to its nominal value, 
the verdict was revolutionary as it sought to balance stakeholders’ values with shareholders’ 
interest. The case was brought in the wake of an argument between the majority and minority 
shareholders of the Chicago Cubs. The majority shareholder, William Wrigley, Jr., refused to 
install field lights for night games at Wrigley Field. The plaintiff alleged that Wrigley had 
refused to install lights, not because of interest in the welfare of the corporation but because of 
his personal opinions. Wrigley considered baseball to be a daytime sport and that night games 
would have a deleterious effect on the neighborhood. Given this perspective, there was no need 
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to install lights. However, this decision was far from optimal for shareholders given that other 
clubs had installed lights and offered night games, realizing significant profits from doing so. 
Because the shareholders perceived lower profit, they challenged the majority’s decision. 
Plaintiff William Shlensky stated that the Cubs consistently lost money because of poor 
game attendance, which he attributed to the board’s refusal to install lights and offer night 
baseball.118 According to Shlensky, Wrigley’s obstinacy had reduced the team’s ability to realize 
greater profits. However, the court presumed that Wrigley’s decision was in the firm’s best 
interests. The court decided that the effect on the surrounding neighborhood should be 
considered by management. Moreover, the courts opined that in the long-term interest of the 
firm, it was necessary to take steps to protect the community and its members. The judge 
dismissed the case, stating that the plaintiffs had failed to state a claim for which relief could be 
provided. It is important to note the key difference in the respective positions of Dodge and 
Schlensky: whereas Dodge emphasized the corporation’s duty to increase profits, Shlensky 
focused on the authority and discretion of the corporation’s directors.119 Nevertheless, the 
judgments were consistent with each other and defined CSR more clearly for the public. The 
decision rendered in Shlensky v. Wrigley did not renounce the profit-increasing culture validated 
by Dodge. Instead, the judge authenticated the case by reinforcing the position that the business 
judgment rule immunized the director’s decision from judicial review.  
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Mandatory or Voluntary CSR Policy Debates 
 
There are numerous classical definitions of CSR, according to which the term refers to 
voluntary action. Consequently, most firms have defined CSR primarily as a voluntary 
enterprise-driven initiative that complies with governmental standards only when doing so is in 
the firm’s best interest. Likewise, corporate altruism is considered necessary only when it 
provides direct benefits to the corporation and its shareholders. In this view, CSR is considered a 
type of corporate philanthropy.120 According to the World Business Council for Sustainable 
Development, CSR should be a continuing commitment by business to behave ethically and 
contribute to economic development while improving the quality of life of the workforce and 
their families as well as of the local community and society at large.121 In other words, CSR is 
defined as the ethical obligations of corporations to their stakeholders. This definition has proved 
problematic for many given that ethics are defined subjectively by each individual and as a result 
cannot be considered a legal requirement.122 Nevertheless, scholars have stated that businesses 
are responsible for contributing to the progress of society as their success relies entirely on 
realizing direct financial benefits from society. To prove their point, they identified companies 
that implement some version of CSR by revealing their impact and how the organizations have 
enhanced quality of life in their respective communities.123 Their focus was on describing 
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companies that actively work to improve relationships between the community and businesses 
and to show how implementing CSR had fueled growth.  
As to whether CSR should be mandatory or voluntary, the question remains open to 
debate.124 Should the government enforce CSR? Or, should it be implemented only as a 
voluntary aspect of corporate strategy?125 Some leaders claim that CSR is useful because it is 
voluntary. However, others assert that the very fact of being optional means CSR fails to 
adequately advance global agendas because corporations are not sufficiently incentivized to 
make significant advances in this direction.126 According to Friedman, CSR negates capitalism as 
directors have a single duty to maximize profits for investors.127 Moreover, his conclusion is that 
social issues are the responsibility of the government and that business should never interfere in 
this sphere.128 Those who disagree with Friedman argue that companies cause or significantly 
contribute to the bulk of society’s problems, whether pollution, destruction, accidents, or even 
disease.129 Consequently, the best solution to correct matters is to have organizations actively 
contribute to the welfare of the population. Proponents further conclude that companies are 
corporate citizens so that they should be forced to contribute to the well-being of society.130 
Opponents counter this argument by stating that contributing to the social health of people is an 
undeniably charitable act.131 Moreover, opponents argue that making CSR mandatory defeats the 
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definition of donation, thereby shifting CSR as a charitable act to a new category that only 
increases the tax burden of companies. 
Currently, any initiative that falls within the purview of CSR is voluntary. The 
implementation of CSR depends entirely on the corporation’s desire to maintain competitiveness 
and maximize the effectiveness of management and company resources.132 Currently, no laws 
are in place to standardize the practice in the United States. Instead, CSR is a matter for boards 
of directors in reference to the opinions of shareholders and stakeholders. Historically, and as 
shown throughout the present study, we have observed that businesses will go to great lengths to 
increase profits, even engaging in fraudulent and other corrupt practices to advance the bottom 
line. Therefore, understandably, in many instances, the relationship between businesses and 
communities is characterized by a sense of distrust. Consequently, it should not be considered 
outrageous to suggest that some kind of CSR should be mandatory for corporations in order to 
provide a level of protection for the general community. It has been argued that the relationship 
between business practices and human rights principles has become increasingly fraught and 
incompatible. As noted, the reason for this divergence is that capitalism’s objective has always 
been to make as much profit as possible without any consideration for society. Although debates 
continue over the conditions needed for corporations to donate to humanitarian, charitable, or 
philanthropic causes, the question appears to have been settled as long ago as the 1950s.133 Since 
then, both statutory and case law have made it clear that corporate officers and directors have 
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very broad discretion in making decisions to direct reasonable amounts of corporate resources to 
artistic, educational, and humanitarian causes—even to those that do not appear pertinent to 
business goals or the profitability of the company.134  
To date, fifteen EU countries have engaged in regulating CSR and developing public 
policy accordingly.135 CSR efforts and policies have differed internationally as responses to the 
complexity and diversity of governmental, corporate, and societal roles vary regionally. 
Admittedly, this variety among companies has further complicated regulatory processes. 
Research has shown that the role and effectiveness of these actors are case-specific, but that self-
regulation has allowed each corporate actor to balance profits and social obligation without 
cumbersome governmental oversight.136 Moreover, the research shows that mandated CSR 
distorts the allocation of resources while increasing the likelihood of irresponsible decisions. 
Similar to Europe, Indonesia has shown an increased interest in CSR in light of the passing into 
law of Company Liability Act Number 40/2007.137 The country has made CSR mandatory based 
                                                 
134 In the late 1940s and early 1950s, most states amended their corporation laws to make clear that corporations 
could donate reasonable amounts of funds to charitable, educational, or philanthropic causes. See, e.g., MODEL 
BUS. CORP. ACT ANN. § 4(m), ¶ 4 (1960) (citing 31 states that had amended their corporation statutes between 
1945 and 1955 to allow charitable contributions and listing nine states that had done so between 1917 and 1945). In 
some cases, the statutes imposed some restrictions and procedural requirements on such expenditures. See, e.g., MD. 
CODE ANN., CORPS. & ASS’NS § 2–103 (1996) (allowing corporations to make contributions if authorized by 
the board of directors). Most of these statutes followed the corporate philanthropy provision codified as section 4(m) 
of the Model Business Corporation Act in 1950. A 1953 case, A.P. Smith Manufacturing Co. v. Barlow, supra note 
107, set the precedent that courts have since followed on the question. See also Principles of Corporate Governance: 
Analysis and Recommendations § 2.01 (1994) (stating that “a corporation […] [m]ay devote a reasonable amount of 
resources to public welfare, humanitarian, educational, and philanthropic purposes”). 
135 European Union. 
136 Özgü, supra note 4. 
137 Section 34 of Law No.25/2007, which states that: 
“(1) Business entities or sole proprietorships as intended by Article 5 that fail to fulfil obligations as provided for by 
Article 15 may be imposed administrative sanctions in the form of: (a) a written warning; (b) a restriction of the 
business activity; (c) freezing of the business activity and/or investment facilities; or (d) closure of the business 
activity and/or investment facilities. (2) Administrative sanctions as intended by section (1) shall be imposed by an 
authorized agency or institution in accordance with provisions of laws and regulations. (3) In addition to 
administrative sanctions, business entities or sole proprietorships may be imposed other sanctions in accordance 
with provisions of laws and regulations.” See Waagstein, supra note 6. 
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on its economy. The government used strategic processes to encourage corporate participation in 
local economic empowerment programs. Undoubtedly, the legislation has had an impact on 
debates as to whether CSR should be mandatory or voluntary.  
In numerous Asian countries, CSR is generally understood as corporate activities that 
compensate for social and economic injustices. In this perspective, the community perceives the 
company as obligated to implement processes to improve social, economic, and environmental 
conditions, which may not have the effect of improving the company’s image. Ironically, this 
perspective has provided a justification for governments to escape their own obligations to 
society. It is undeniable, however, that CSR has bestowed legitimacy on the corporation as a 
responsible social actor. Companies that have implemented CSR have both improved their public 
image and simultaneously increased profits.138 In the twenty-first century, CSR has reduced the 
government’s role in bettering social economic and environmental conditions, while expanding 
the role of the corporation in society. 
 
Division of Power Between Shareholders and Directors 
 
Shareholder theory asserts that shareholders provide financing for directors who, in turn, 
spend corporate funds on authorized purchases. Alternatively, stakeholder theory purports that 
directors should remain loyal to the corporation’s shareholders as well as to its potential 
beneficiaries and/or risk bearers, i.e., to the individuals who and constituencies that contribute, 
either voluntarily or involuntarily, to the company’s wealth-creating capacity and activities.139 
Unfortunately, shareholder theory has often been misinterpreted as urging corporations to do 
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everything possible to increase profits, although shareholder theory obligates managers to 
increase profits only through legal, ethical methods. Moreover, some commentators have 
criticized shareholder theory based on the belief that it forces managers to focus on short-term 
profit at the expense of a long-term agenda.140 However, more thoughtful shareholder theorists 
often refer to a need for “enlightened self-interest,” which, when sincerely embraced, enables 
corporations to generate long-term benefit.141 Additionally, some commentators have claimed 
that the theory prohibits directors from donating corporate funds to concerns such as charitable 
projects and from investing in community improvement ventures. This view is mistaken, 
however, as shareholder theory supports charitable efforts as long as those initiatives are, in the 
end, the best investment of capital. Similarly, stakeholder theory is often misrepresented. Some 
commentators have claimed that implementing a model based on this theory detracts from a 
company’s profitability. Although its ultimate objective is to ensure the corporation’s success, 
stakeholder theory holds that this success can be achieved only by balancing the interests of all 
stakeholders, which includes shareholders, whose interests are addressed principally through 
profits. 
The primary objective of stakeholder theory is to balance profit maximization with 
ensuring that the corporation remains relevant and viable in the long-term.142 The perceived 
tension between these two objectives has resulted in the public asking whether companies should 
seek only to maximize shareholder value or strive to serve the often conflicting interests of all 
stakeholders.143 Currently, there is a debate regarding which stakeholders should be given 
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consideration.144 According to stakeholder theory, managers are agents of all stakeholders and 
have two responsibilities: to ensure that the ethical rights of stakeholders are not violated145 and 
to balance the legitimate interests of the stakeholders. Rule 14a-8 of the Securities and Exchange 
Act of 1934 allows shareholders to recommend goals for the organization, which can be included 
in annual meetings.146 To vote on a governance issue, the shareholder proposal was utilized as 
the official method of shareholders to voice concerns to management and to other shareholders, 
while having their interests considered in an official setting. Since 1942, the Securities and 
Exchange Commission has officially recognized the right of shareholders to participate in 
“corporate deliberations.”147  
The primary difference between shareholder theory and stakeholder theory is that the 
latter demands the interests of stakeholders be considered even if it results in a decrease in the 
company’s profits.148 In other words, according to shareholder theory, non-shareholders can be 
viewed as “means” to the “ends” of profitability, whereas according to stakeholder theory, the 
interests of many non-shareholders are also viewed as “ends.”149 Both theories are standard ways 
to determine the comprehensive roles of corporations in relation to CSR.150 Because stakeholder 
theory does not provide a clear formula regarding adjudicating between the various interests of 
stakeholders, some commentators have stated that the theory is of little use because it presents 
too many opportunities for confusion. Admittedly, this position does have some validity. 
However, numerous theorists have introduced algorithms to assess the level of risk pertinent to 
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each stakeholder, which provides a basis for corporations to strike a balance between their 
interests. Some stakeholders have argued that one group of shareholders’ interests would 
naturally become more relevant. Yet, others have argued that some shareholders’ opinions are 
already afforded more consideration than is given to the opinions of others. Consequently, the 
question has been asked as to whether directors violate their fiduciary duties by preferring the 
interests of one set of stakeholders over those of another.151  
 
Social Balance Sheet 
 
The underlying theme of CSR is the idea that corporations can no longer function or be 
conceived of as economic entities operating apart from society. Critics argue that over the past 
several decades, financial, economic, social, environmental, food, and climatic crises have 
solidified the insight that the prosperity and welfare of firms correlate directly to social and 
environmental issues. The world has already observed the consequence of a money-centered 
model. Its implementation has led to numerous examples of destruction and oppression. The 
environment, the health of individuals, and the well-being of communities have suffered far-
reaching negative consequences. Maintaining the idea that it is impossible to increase profits 
while operating ethically is a dangerous concept for society and for sustainable development.152 
It is the responsibility of corporations to conceive of themselves as accountable and to be held 
accountable for any negative consequence of their business activities. Sadly, it is by no means 
uncommon for corporations to stand accountable only when forced to do so. Nevertheless, CSR 
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has begun to change the face of business. That is, the promotion of its tenets has begun to shift 
the focus of corporations toward society. It appears that CSR offers a promise of responsibility 
that has deflected the need for stricter laws and regulations while convincing the public that there 
is no real problem to focus on.153 Admittedly, by signing contracts that set out a code of conduct, 
some corporations have promised to act responsibly, such that contracts of this nature may turn 
out to be the first step toward enacting social responsibility. However, the focus on attracting and 
keeping consumers and investors shows no sign of regression.154 
CSR is considered to be a bridge that integrates and synthesizes the various interests of 
society and corporations. Typically, U.S. corporate governance has focused on incentivizing 
managers to maximize stock prices. For example, policies regarding executive pay and the 
market for corporate control have been largely supported by correlating pay and bonuses to the 
performance of the share price. The generally accepted framework for analyzing corporate law 
and governance confirms that the directors are paid in relation to increased stock value. 
Currently, however, the language is changing. Instead of maximizing profit, the public is calling 
for organizations to start maximizing value. Proponents argue that price maximization can be 
beneficial if used to support social welfare although a broad range of systematic processes must 
occur to ensure that no cost relevant to the firm’s activities imposes a loss on any other parties.  
To date, there is no international regulatory group accountable for or charged with 
dictating the terms of CSR, and more methods are being developed globally that include CSR on 
the balance sheet in a structured way that has the potential to gain consensus. To promote CSR, 
the Global Reporting Initiative published a sustainability reporting framework that enables 
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companies to lay out their sustainability activities in accounting terms. Multiple organizations 
have sought to compile a list of companies that implement CSR. Recently, these lists have 
revealed that numerous large corporations are merely paying lip service to their environmental 
policies. Currently, only 125 organizations in the U.S. have an executive-level committee 
responsible for CSR implementation and environmental, health, and safety oversight. 
Unfortunately, of these 125 firms, only fifty-four, have a “C”-level or higher-level executive 
responsible for such oversight.155 Moreover, sixty percent of the firms have company-wide 
environmental policies, although very few of those firms have standardized documentation. 




CSR is hailed as the philosophy needed to unite the interests of the business world with 
those of a broader community. The current economic and social climate is forcing communities 
and corporations to maintain close relationships to promote the best interests of each. Both 
parties have agreed that by applying a code of conduct with general principles and guidelines, the 
groups could form a cohesive unit. Notwithstanding, the definition of what makes an 
organization CSR-compliant should be finalized. This is an issue that goes beyond semantics. 
Instead, only by resolving it can we expect to avoid future negligence and the negative 
repercussions that inevitably arise from it. 
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Today I have perfected your religion for you, completed My blessing upon you, and chosen as 
your religion Islam.156 
 
Islam is a monotheistic, Abrahamic religion defined by the Quran and the Sunnah157 that 
sets out a strict code of practice.158 Consequently, Muslims follow this code faithfully in the 
belief that they are obligated to worship God by submitting without question to all the rules 
governing the Islamic system. Translated as “the One and Only God,” “Allah” is the Arabic 
word for God.159 For Muslims, Allah is the Almighty and the Creator, Who is similar to nothing 
and to Whom nothing is comparable.160 Muslims believe that the sole purpose of their existence 
                                                 
156 Quran, Surah Al-Ma’idah 5:3. 
157 J. Kermalli, Islam, The Absolute Truth, Zahra Found (2008), at 5–7. “The word ‘Islam’ in Arabic, “simply means 
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will of God.” See What Does 'Islam' Mean?, available at 
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158 In the modern world, Islam may seem exotic or even strict. “Perhaps this is because religion does not dominate 
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159 See IslamHouse.com, Who is Allah?, available at https://islamhouse.com/ar/articles/426462/. 
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160 See Allah.org, Allah (God), available at http://www.allah.org/. As Allah says in the Quran, “Say, ‘He is God the 
One, God the eternal. He begot no one nor was He begotten. No one is comparable to Him.” Surah Al-Ikhhas 112:1–
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is to worship the Creator without fail and without question.161 As Almighty Allah says in the 
Quran (interpretation of the meaning), “I created jinn and mankind only to worship Me.”162 
Muslims also believe that Islam is the complete, absolute, and universal representation of 
an inherent faith that has been revealed numerous times throughout history through a succession 
of prophets such as Job, Noah, Abraham, Moses, and Jesus.163 Muslims believe that messages 
and revelations received from God previously have been partially misinterpreted or altered over 
time. However, they consider the Quran to be the unaltered, protected, perfect, and final 
revelation of God.164 In recent years, Islamic practice has been called into question globally due 
to savage attacks committed in Western and Eastern countries as an expression of extreme 
terrorism. As a result, Islam and Muslims have become a subject of intense scrutiny. 
Consequently, the Western world, in particular, has focused on a number of Islamic practices as 
a result of the media’s constant exposure.165 These practices are in direct opposition to Western 
practices. However, the media may present a unique opportunity for advancement in areas such 
as the Islamic banking system.166 Observing the Western public’s response, multinational banks 
have implemented specific Islamic practices as strategies in their organizations. The focus of this 
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chapter, is Sharia (Islamic law) and Islamic finance and how the two correlate in both the Arabic 
and the Western world.  
 
Islam is Introduced to the Western World 
 
... if anyone kills a person—unless in retribution for murder or spreading corruption in 
the land—it is as if he kills all mankind, while if any saves a life it is as if he saves the 
lives of all mankind.167 
 
Islam has become a media focus in recent decades. The term is often used to denote a 
negative connotation in the Western world because of the vicious terrorist attacks perpetrated in 
the religion’s name.168 Given the vicious nature of the attacks and the terrible harm inflicted and 
given George Bush’s comment that the terrorist attacks of September 11, 2001, constituted an 
expression of Muslim envy of the Western world, many Americans have condemned the religion 
and its followers. Additionally, the president inferred that the attack was a result of the terrorists’ 
longing for the glorious days of the Ottoman Empire.169 In light of the attacks, Islam has been 
                                                 
167 Quran, Surah Al-Ma’idah 5:32.  
168 Cesari, supra note 165. All life forms are considered sacred in Islam. As Almighty Allah says in the Quran: 
“[D]o not take the life God has made sacred, except by right. This is what He commands you to do: perhaps you will 
use your reason.” Surah Al-An’am 6:151.  
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expelled from their homes. As Almighty Allah says in the Quran: 
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overstep the limits.” Surah Al-Baqarah 2:190.  
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169 Statement by the President in His Address to the Nation (2011) (George W. Bush’s 9/11 Address to the Nation): 
“A great people has been moved to defend a great nation. Terrorist attacks can shake the foundations of our biggest 
buildings, but they cannot touch the foundation of America. These acts shatter steel, but they cannot dent the steel of 
American resolve. America was targeted for attack because we’re the brightest beacon for freedom and opportunity 
in the world. And no one will keep that light from shining. Today, our nation saw evil—the very worst of human 
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thrust into the forefront of the global media. During this time, coverage of Islam has increased 
exponentially. More specifically, since 9/11, media messages pertaining to Islam and Muslims 
have outstripped positive ones.170 Muslims have attempted to defend their religion by stating that 
terrorist action is not in accord with the belief system of Islam.171 However, their arguments have 
met with little understanding from the general public.172 
Further, it has been argued that the response to terrorism on the part of the US 
characterized as the “War on Terror” has led to an increase in fear and hatred of the religion 
globally.173 In this context, the term “Islamophobia” came into use in order to capture the 
prejudice, hatred, and fear relating to the doctrine of Islam and to Muslims themselves.174 This 
increase in Islamophobia among the public has been reflected in the ways that media outlets have 
addressed and stereotyped Muslim populations.175 In addition, it is reflected in compromised 
psychological health experienced by many Muslims as a response to enduring this hatred.  
Because of the negativity surrounding the subject, health professionals and researchers 
have attempted to define the devastating effects of Islamophobia. For example, for a paper 
published by the Social Psychiatry and Psychiatric Epidemiology Center of the University of 
Toledo, Muslims were examined in order to determine anxiety and depression rates among their 
population.176 More than 600 adult Arab Americans in 35 states constituted the sample group. 
The study results showed that half of the participants had depression severe enough to warrant 
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further assessment and a quarter reported experiencing moderate to severe anxiety.177 These rates 
are considerably higher than those of their peers whether drawn from other minority groups or 
from a wider general public. The authors of the study concluded that ongoing racial profiling, 
discrimination, and other stresses unique to Arabs are a result of Islamophobia.  
In a similar study, researchers investigated levels of self-reported racial and religious 
discrimination based on self-reports from a sample of 222 British Muslims. The survey revealed 
that after the September 11 attacks, levels of implicit or indirect discrimination had risen by 
approximately 82.6%, whereas experiences of overt discrimination had risen by 76.3%.178  
Taken together, these studies suggest that negative media coverage affected not only 
stereotypes of minority groups but also increased prejudice against minorities. The results show 
that religious affiliation may be a more pertinent predictor of prejudice than either race or 
ethnicity. General Health Questionnaire scores indicate that 35.6% of participants were likely to 
have suffered mental health problems, with significant associations between problem-indicative 
scores and reports of experiencing a specific abusive incident of abuse related to September 11. 
The body of empirical work concerning religious discrimination and its effects indicates that 
there is cause for concern. Admittedly, some mainstream publications have made purposeful 
efforts to cover Islam in an accurate way in order to counter growing Islamophobia. Yet, 
predictably, the critics’ voices have been and continue to be louder and more persistent.  
It is important to state that a balanced representation of Islam is available for public 
consumption. Some examples include television shows such as The Little Mosque.179 In addition, 
another positive portrayal of Islam is observed in the popular franchise, X-Men,180 which features 
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Dust, a strong Muslim woman who practices Islam while fighting alongside the other central 
characters. These shows have at least provided a counter to the negative stereotypes connected to 
the Muslim community, thereby helping to rehabilitate, to however limited an extent, the image 
of Muslims in the West. Yet, it is not enough: detractors continue to produce rhetoric that 
bolsters harmful and hateful Islamic stereotypes. Perhaps the most prevalent Islamic stereotype is 
that those who follow the religion consist primarily of radical Muslim terrorists who are obsessed 
with waging jihad, or holy war, against the West.181 This stereotype represents violence as an 
integral aspect of accepting Islam. These negative representations have helped shape the public’s 
opinion of Islam. According to recent research, only a minority of children in the West hold 
prejudiced or racist views in regard to Islam, yet a majority perceives Muslims as foreign and 
alien. This latter view fuels the belief that Islam is a threat to Western culture and that Muslims 
differ immensely from other members of Western society. Although Muslims have responded to 
the negativity surrounding their religion, their voices have not been as loud or as clear as those of 
detractors.182 Nevertheless, for millions of Muslims, Islam is dear to their existence, and its 
acceptance requires submission regardless of popular opinion.  
 
  
                                                 
181 “Jihad” is misunderstood in the West. “The word Jihad comes from the root word jahada, which means to 
struggle. So jihad is literally an act of struggling. The Prophet Muhammad (peace be upon him) said that the greatest 
jihad is to struggle with the insidious suggestions of one’s own soul. Thus jihad primarily refers to the inner struggle 
of being a person of virtue and submission to God in all aspects of life.” See Islam on Terrorism, available at 
https://www.whyislam.org/brochures/islam-against-terrorism/. 
182 Cesari, supra note 165. (“I received all these emails from people who were very upset because the story was a 
little sympathetic toward Muslims and Arabs,” says Amer, an assistant professor of psychology at the American 
University of Cairo. “I saw articles online where people were saying if they are depressed, that means they’re crazy 
and shouldn’t even be living in this country.”) 
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Sharia (Islamic Law) 
 
Prior to the advent of Islam, nomadic tribes, the primary unit of society, inhabited the 
Arabian Peninsula. Each tribe consisted of a group of kindred clans; every clan was made up of 
members of a hayy, basically an encampment of tents; and each tent represented a family. The 
bond of blood connected all members of the same tribe. Each member submitted to the authority 
of the tribe’s chief,183 who was usually selected by the clan elders from one of the most 
prominent families. The primary purpose of the chief was to act as an arbitrator of any internal 
conflicts that arose.184 The members used the title of Banu185 as a prefix to their joint names to 
indicate the connection between them. Numerous diverse tribes with different customs, 
languages, and lifestyles inhabited a single region. Every community had its own customs 
governing marriage, hospitality, and revenge. As a consequence, there was no set standard or 
unified code among the tribes, and tribes native to the area frequently fought battles with each 
other. Crimes against others were usually answered with personal retribution or resolved through 
various methods of arbitration.186 However, it is important to note that crimes against women 
went largely unanswered as the Arab custom historically was to bury female babies because they 
were perceived to be burdensome and costly. Therefore, there were no laws to protect the rights 
or dignity of women—not even their right to live.187 Fortunately, after the Prophet Muhammad 
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(peace be upon him) presented the religion of Islam, the chaotic Arabic world became much 
calmer. As Almighty Allah says in the Quran: 
“[A]nd a messenger—reciting to you God’s revelations that make things clear—to bring 
those who believe and do righteous deeds from darkness into light. God will admit those 
who believe in Him and do righteous deeds into Gardens graced with flowing streams, 
where they will remain forever––He has made good provision for them.”188 
“It was only as a mercy that We sent you [the Prophet] to all people.”189 
 
The introduction of Islam gave the Arab world structure, which ultimately unified its 
inhabitants under one banner.190 Moreover, Islam affirmed other religions that came before it 
with final authority over them and promoted the One True God.191 Additionally, the belief 
system required believers to submit to the Creator’s commandments. These commandments 
comprise Sharia, which, in turn, encompasses Islamic law. Believed to come originally from the 
Creator, the tenets of Sharia Law are sacred to Muslims. After the Prophet’s (PBUH) death, 
numerous Islamic legal scholars interpreted Sharia and adapted its rulings to benefit the 
expanding Muslim empire. Since then, Sharia has evolved through reinterpretations based on the 
teaching of the Quran and the Sunnah and adapted to changing circumstances and new issues.  
                                                 
world (before the Prophet Mohammad) and He showed hatred for the Arabs and the non-Arabs, but with the 
exception of some remnants from the People of the Book. And He (further) said: I have sent thee (the Holy Prophet) 
in order to put you to test and put (those to test) through you.” Sahih Muslim (Book 53, Hadith 76), available at 
https://sunnah.com/muslim/53/76. 
188 Quran, Surah At-Talaq 65:11. 
189 Quran, Surah Al-Anbya 21:107. 
190 Nicholson, supra note 184. 
191 [p] Islam affirmed Christianity and Judaism as belief systems from God. However, Islam gives the Quran final 
authority over them. As Almighty Allah says in the Quran: “We sent to you [Muhammad] the Scripture with the 
truth, confirming the Scriptures that came before it, and with final authority over them: so judge between them 
according to what God has sent down.” Surah Al-Ma’idah 5:48. 
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Islamic law, also known as Sharia, is the Islamic legal system derived from the religious 
precepts of Islam. From the Arabic language, Sharia refers to a body of moral and spiritual law 
derived from religious prophecy rather than from human legislation as applied in the West. 
Alternatively, the term is translated literally as the “path” or “way.” Sharia law refers both to the 
Islamic system of law and the totality of the Islamic way of life. The belief system is a religious 
code for living, similar to the idea that the Bible offers a moral system for Christians. The sacred 
text (Quran) is considered by its followers to be the verbatim word of the Creator. Muslims 
believe that Sharia is God’s revealed law. For them, this perfect and eternal system is binding on 
individuals, society, and state. If any Muslim denies the validity of Sharia in any matter related 
to Islamic belief or on any matter on which consensus (ijma) has been reached, then he/she risks 
being labeled a non-Muslim192 or apostate (murtadd)193 by Muslims. The possible consequence: 
prosecution in court for apostasy if the person does not repent—a crime that carries the death 
penalty in the Islamic law.194 
Islamic law governs every aspect of Islamic life, including daily routines, rituals, familial 
and religious obligations, and financial dealings. In fact, Sharia attempts to define the legitimacy 
of all human activity by categorizing all human behavior as either permitted195 or prohibited196 
                                                 
192 [p] This word refers to a disbeliever. 
193 Apostasy (riddah) means disbelieving even though one is a Muslim. It is important to note that not every Muslim 
who commits a disbelieving act (kufr) is labeled as a disbeliever or apostate (murtadd). A Muslim may be excused 
and not judged as a disbeliever (kaafir) in some cases such as ignorance, misunderstanding, being forced, and 
making mistakes. See Islam Q&A, available at https://islamqa.info/en/14231. 
194 For a person to be prosecuted for apostasy (riddah), he/she must meet the conditions of apostasy—i.e., he is of 
sound mind, an adult and does that of his own free will. The apostasy hadd must be executed by the ruler or his 
deputy (judges). The apostate (murtadd) should be asked to repent and he/she is not to be executed immediately. The 
apostate should be offered the opportunity to return to Islam and resolve his doubts if he/she has any doubts. Id. 
available at https://islamqa.info/en/20327. 
195 [p] This term refers to halal or mubah. 
196 [p] This term refers to haram. 
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acts. The behavior is subdivided into varying degrees of good or evil, such as obligatory,197 
recommended,198 permissible, objectionable,199 and forbidden. This collection of rules provides 
guidance for behavior in all aspects of devotional life, worship, ritual purity, marriage and 
inheritance, criminal offenses, commerce, and personal conduct. Additionally, the belief system 
is applicable to the government of the Islamic state and its relationship with non-Muslims in the 
country as well as with enemies outside the state. Sharia extends to the behavior and perceptions 
of all Muslims, even in secular states where it forms no part of the law of the land. 
Yet, Sharia has been widely misunderstood and misinterpreted. From observation, it is 
apparent that no society can exist without implementing laws or some type of applied legal 
framework. Islam’s guidance was initially presented in a social context; therefore, the belief 
system provides explicit and specifically mandated legal precepts and injunctions. For Muslims, 
the system serves as the primary source of divine guidance. However, the religion should not be 
regarded as merely a form of law, as it would be foolhardy to view or define life strictly in legal 
terms. In fact, the system should be considered a reference for all laws and morality.  
Sharia, or Islamic law, influences the legal code in most Muslim countries. Recently, a 
movement to allow Sharia to govern personal status law, a set of regulations that pertain to 
marriage, divorce, inheritance, and custody, has even expanded into the West.200 The debate is 
growing as to whether Sharia can coexist with secularism, democracy, or even modernity. 
However, Muslims believe that Sharia is applicable at all times and places and that it is valid for 
all generations.201 
                                                 
197 [p] This term refers to wajeb or fardh. 
198 [p] This term refers to mandoob. 
199 [p] This term refers to makrooh. 
200 Brown, supra note 161. 
201 As Almighty Allah says in the Quran: 
“This Quran was revealed for me to warn you [people] and everyone it reaches.” Surah Al-An’am 6:19. 
69 
 
Marriage and divorce are among the most significant aspects of Sharia, whereas criminal 
law is the most controversial. According to Sharia’s precepts, there are many categories of 
offenses: those that are prescribed a specific punishment in the Quran and the Hadith considered 
to be against the rights of God, known as hadd punishments; those that fall under a judge’s 
discretion (tazir); and those resolved through “an eye for eye” (qisas) or financial compensation 
(diyya). There are six illegal crimes (pl. hudud): theft, sex outside of marriage and adultery, false 
accusation of unlawful sexual intercourse, apostasy, highway robbery, and alcoholic 
beverages.202 The punishments for these offenses are very severe. Penalties include flogging, 
amputation, exile, or execution.203 These sentences are not prescribed often because most 
Muslim countries have stopped using some of the Islamic punishments. Although these 
punishments remain on the books in some countries, lesser penalties are often considered 
sufficient as retribution.204 
                                                 
“Says [Muhammad], ‘People, I am the Messenger of God to you all.” Surah Al-A’raf 7:158. 
“It was only as a mercy that We sent you [Prophet] to all people.” Surah Al-Anbya 21:107. 
“If anyone seeks a religion other than [Islam] complete devotion to God, it will not be accepted from him: he will be 
one of the losers in the Hereafter.” Surah Ali ’Imran 3:85.  
“The Messenger of Allah (PBUH) said: ‘I have been given superiority over the other prophets in six respects: I have 
been given words which are concise but comprehensive in meaning; I have been helped by terror (in the hearts of 
enemies): spoils have been made lawful to me: the earth has been made for me clean and a place of worship; I have 
been sent to all mankind and the line of prophets is closed with me.’” Sahih Muslim (523), available at 
https://sunnah.com/muslim/5/7. 
202 Brown, supra note 161. 
203 The ruler is the only one who can carry out hadd punishments: “[N]o one should carry out the hadd punishments 
without the permission of the ruler. If there is no ruler who rules according to Sharia then it is not permissible for the 
ordinary people to carry out the hadd punishments. Whoever does that is sinning, because carrying out the hadd 
punishments requires examining the matter and requires sharia knowledge in order to know the conditions of proof.  
The ordinary people have no knowledge of such things, and the carrying out of one of the hadd punishments by the 
ordinary people leads to many evils and the loss of security, whereby people will attack one another and kill one 
another or chop off one another’s hands on the grounds that they are carrying out hadd punishments. Ibn Rushd al-
Qurtubi said: with regard to the one who should carry out this punishment—i.e., the hadd punishment for drinking 
alcohol—they (Scholars) agreed that the ruler should carry it out, and that applies to all the hadd punishments.” 
(Bidaayat al-Mujtahid, 2/233). See Shaykh Muhammad Saalih al-Munajjid fatwa (8980), available at 
https://islamqa.info/en/8980. 
204 “Strict requirements for evidence (including eyewitnesses) have severely limited the application of hudud 
penalties. Punishment for all other crimes is left to the discretion of the court; these punishments are called tazir. 
70 
 
Not every Islamic country incorporates Islamic law into its system. During the nineteenth 
century, many Muslim nations came under the control of Western colonial powers or were at 
least greatly influenced by the West.205 Consequently, Western-style laws, courts, and 
punishments began to replace many of the corresponding practices associated with Sharia. Some 
countries, such as Turkey, rejected Western rule entirely while simultaneously implementing 
new regulations based on European standards. Most Muslim countries put the government in 
charge of prosecuting and punishing criminal acts.  
Modern legislation in reference to the opinions of Islamic legal scholars has attempted to 
correlate the will of Almighty Allah with the innovation of the twentieth and now the twenty-
first century. Doing so has provided an opportunity to Ulama (Muslim scholars) to reinterpret 
Sharia in a way that does not conflict with the Quran, the Sunnah, or the principles of Sharia. 
This is the case even in Saudi Arabia, where Islam began. However, today, numerous Muslim 
legal scholars, believe that Sharia can be adapted to modern conditions without abandoning the 
spirit of Islamic law or its religious foundations. In fact, many take the view that in present-day 
Saudi Arabia, Sharia coexists creatively with new circumstances and modernity. 
 
  
                                                 
With the exception of Saudi Arabia, hudud punishments are rarely applied, although recently fundamentalist 
ideologies have demanded the reintroduction of hudud, especially in Sudan, Iran, and Afghanistan.” See The Oxford 
Dictionary of Islam, available at http://www.oxfordislamicstudies.com/article/opr/t125/e757. 
205 Brown, supra note 161. 
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Primary Sources of Sharia  
 
Islamic law derives from four primary sources, of which the principal source is the 
Quran. Muslims believe that the Quran is the direct word of the Almighty Allah, as revealed to 
and transmitted by the Prophet Muhammad (PBUH).206 For Muslims, all sources of Islamic law 
must be in complete compliance with the Quran’s commandments, which is the foundation of 
Islamic knowledge. Admittedly, the Quran neglects to discuss every subject concerning the 
situations that mankind faces. Some recent developments include organ harvesting and gender 
reassignment surgery. When a given subject is not directly referenced in the Quran, Muslims turn 
to other sources in order to find a guide. The second source is the Sunnah,207 which means the 
traditions or known practices of the Prophet Muhammad (PBUH), many of which are recorded in 
the Hadith literature. It is important to note that a small sect of Muslims do not adhere to the 
Sunnah. However, this sect is not recognized by the Muslims who do follow the Sunnah.208 
                                                 
206 As Almighty Allah says in the Quran, “which falsehood cannot touch from any angle, a Revelation sent down 
from the Wise One, Worthy of All Praise” Surah Fussil at 41:42. 
207 Brown, supra note 161. 
208[p] Quranists refer to those people who reject the Hadith. They claim that the Quran is complete and does not 
need sources outside of itself to be understood. However, Muslims must adhere to and follow the Sunnah. The 
mention of the obligation to obey the Prophet Muhammad (PBUH) and follow his Sunnah is very clear in many 
verses in the Quran and the Hadiths. In addition, there is a consensus of the Ummah and Muslim Ulama (scholars) to 
strictly adhere to and follow the Sunnah, which may give additional judgments (pl. ahkam) not mentioned in the 
Quran. 
Also, the Sunnah gives clarity and explanation to the rulings (pl. ahkam) and acts of worship mentioned briefly in 
the verses of the Quran. For example, how to pray? As Almighty Allah says in the Quran:  
“[B]elievers, obey God and the Messenger: do not let your deeds go to waste.” Surah Muhammad 47:33. 
“Whoever obeys the Messenger obeys God. If some pay no heed, We have not sent you to be their keeper.” Surah 
An-Nisa 4:80. 
“[So] accept whatever the Messenger gives you, and abstain from whatever he forbids you.” Surah An-Hashr 59:7. 
The Prophet Mohammad said: “So hold fast to my Sunnah and the examples of the Rightly-Guided Caliphs who will 
come after me. Adhere to them and hold to it fast. Beware of new things (in Deen) because every Bid’ah [innovation 




These resources include a great deal of what the Prophet (PBUH) said, did, or agreed to. 
Muslims believe that the Prophet Muhammad (PBUH) lived his life in accordance with God’s 
will. This means that he (PBUH) put the Quran into practice in his own life and never deviated 
from its tenets. According to the Quran: 
The Messenger of God is an excellent model for those of you who put your hope in God 
and the Last Day and remember Him often.209 
Say, [O Muhammad], “If you love God, follow me, and God will love you and forgive 
you your sins; God is most forgiving, most merciful.”210 
 
In the Hadith, “Umm al-Mu’minin ‘A’isha (the Prophet Muhammad’s wife) is asked, “What was 
the character of the Messenger of Allah, may Allah bless him and grant him peace, like?” She 
replies, “His character was the Qur’an.”211 
Muslims believe that the Sunnah is the compilation of the Prophet’s (PBUH) actions and 
behaviors over the course of his entire life. During the Prophet’s (PBUH) lifetime, his family and 
companions observed his actions and shared with others exactly what they had heard in his 
words and seen in his behaviors. In addition, numerous people approached him daily to ask for 
rulings on various matters, and he would pronounce his judgment. All these occurrences were 
documented and passed on through generations so that they could be referred to in future legal 
rulings. As numerous issues regarding personal conduct, community and family relations, and 
political matters were addressed during the Prophet’s (PBUH) time, it is believed that the Sunnah 
provides clarity and explanations of the rulings (pl. ahkam) and acts of worship mentioned 
                                                 
209 Quran, Surah Al-Ahzab 33:21. 
210 Quran, Surah Ali ’Imran 3:31. 
211 Available at https://sunnah.com/urn/2303060. 
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briefly in the verses of the Quran. For example, how to pray? As Almighty Allah says in the 
Quran: 
“We sent them with clear signs and scriptures. We have sent down the message to you 
too [Prophet], so that you can explain to the people what was sent for them, so that they 
may reflect.”212 
 
For this reason, most Muslims believe that the Sunnah is just as important as the Quran. 
The third source is Ijma, which means the consensus of opinion among Muslim scholars after the 
Prophet Muhammad (PBUH). If Muslims are unable to locate a specific legal ruling in the first 
two sources, then agreement from the Islamic scholars is sought. The fourth source is qiyas, 
which means analogy. Sometimes, judgments are not clear so that judges and Muslim scholars 
must use an analogy, reasoning, and legal precedent to determine new case law. This is often the 
case when a general principle can be applied to new situations.  
 
Application of “Urf” as a Source of Sharia  
 
“Urf” is an Arabic word derived from “Al-maruf” (to know) meaning a well-known 
custom.213 Islam scholars define the term as intermittent practices that are suitable for people of 
sound nature. Therefore, for a custom to be considered valid in making a legal decision, it must 
be comprehensive and rational. Hence, the definition of “urf” dismisses any practices that are 
recurring but provide no benefit, are biased, and/or are corrupt in nature. 
                                                 
212 Quran, Surah An-Nahl 16:44. 
213 T.M. Salisu, “Urf” (Custom): An Ancillary Mechanism in Shari’ah (2nd ed. Ilorin Journal of Religious Studies 
2013), at 133–148. 
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Only customs that do not contradict the principles of Sharia are considered valid. 
However, a court law must observe and uphold a given custom as valid and authoritative. There 
is a legal maxim supporting the idea that what urf proves is the same as the proof provided by 
Sharia. The shafii jurist (al-Suyuti) has recognized these legal maxims. Through an interpretation 
of the Quran, the Ulama has accepted urf as a valid criterion. 
The customs prevalent at the time a purchase is completed affect contracts and 
commercial transactions.214 That is, customs that take shape after the transaction do not have an 
effect on the transaction should a dispute arise subsequently, for example. The relevance of this 
condition is that in terms of interpreting documentation associated with a transaction, it is 
necessary to understand the prevailing custom at the time that documentation was written. 
Moreover, the existing custom must not in any way constitute a violation of the nass, i.e., the 
explicit statement in the Quran or the Hadith upon which a ruling is based.215 
 
Pillars of Islam 
 
The essence of Islam consists of leading a life in which a person is mindful of God and 
compassionate toward all God’s creation.216 These requirements are outlined in the Five Pillars, 
which make up the foundation of Islam.217 Considered mandatory by all believers, the pillars are  
the basis of Muslim life. These tenets and practices are intended to instill, nurture, and deepen 
                                                 
214 K. Hassan & M. Lewis (Eds), Handbook of Islamic Banking (Edward Elgar Publ’g 2009).  
215 Id.  
216 Venardos, supra note 25. 
217 Akbar S. Ahmed, Islam Today: A Short Introduction to the Muslim World, Tauris Publishers (1999). The 
Prophet Mohammad (PBUH) said “Islam has been built on five [pillars]: testifying that there is no deity worthy of 
worship except Allah and that Muhammad is the Messenger of Allah, establishing the salah (prayer), paying the 
zakat (obligatory charity), making the hajj (pilgrimage) to the House, and fasting in Ramadhan.” Sahih al-Bukhari, 
Vol. 1, Book 2, Hadith 8, available at https://sunnah.com/bukhari/2/1. 
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the fundamental attitudes and values of submission to the will of God, as such the pillars 
comprise Muslim life, prayer, concern for the needy, self-purification, and pilgrimage.218 The 
first and foremost of the pillars is Shahada (profession of faith), witnessing the oneness of Allah 
and that Muhammad is Allah’s Messenger.219 By witnessing Allah’s oneness, a Muslim testifies 
that there is no god worthy of worship except Allah. The second pillar is the performance of five 
daily prayers at appointed times: dawn (before sunrise),220 noon (after the sun passes its highest 
point),221 mid-afternoon,222 dusk (just after sunset),223 and before retiring to bed (after twilight 
has given way to midnight).224 Muslims consider prayer to be a direct personal communion with 
God, without the need for an intermediary. The third pillar of Islam is zakat (almsgiving), 
according to which Muslims are required to donate a minimum of two and a half percent of their 
wealth to the poor and needy, although they are encouraged to give more. Fasting from first light 
until sundown during the month of Ramadan is the fourth pillar, which is designed to teach 
empathy and the importance of overcoming and transcending physical desires to deepen spiritual 
awareness. Finally, the fifth pillar is Hajj,225 that is a pilgrimage to Mecca. Any Muslim who is 
physically and financially able is required to make this pilgrimage once in his/her life. 
 
                                                 
218 Shaikh Muhammad bin Jamil Zeno, The Pillars of Islam & Iman (Darussalam 1996). 
219 Shahadah is a profession of faith: “Muslims bear witness to the oneness of God by reciting the creed ‘There is no 
god but God and Muhammad is the Messenger of God.’ This simple yet profound statement expresses a Muslim’s 
complete acceptance of and total commitment to Islam.” See The Five Pillars of Islam, available at 
https://www.saudiembassy.net/five-pillars-islam. 
220 This refers to al-Fajr prayer. 
221 This refers to al-Zuhr prayer. 
222 This refers to al-’Asr prayer. 
223 This refers to al-Maghrib prayer. 
224 This refers to al-’Isha prayer. 
225 [p] This term refers to the annual pilgrimage to Mecca. Hajj must be performed from the 8th to the 12th of the 
twelfth month of the Islamic lunar calendar (the month of Dhu al Hijja). 
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Variations of Madhhab (Schools of Thought) 
 
There are great scholars from a number of schools whose daily work is to interpret Sharia 
law to assist Muslims in understanding their religion in relation to their daily lives. There are 
many schools of jurisprudence within Islam, although each recognizes the Quran and the Sunnah 
as the main source of jurisprudence. The schools differ in regard to which secondary sources 
they acknowledge. “Madhhab” is an Islamic term that denotes a particular school of thought 
within Islamic jurisprudence.226 Several of the Sahaba (companions of the Prophet Muhammad 
(PBUH)) had their own schools, although these have gradually become integrated or have been 
discarded, such that only four globally recognized schools remain.227 The differences between 
these schools of thought can be found in secondary juristic issues (details). Although differences 
are present, these schools agree (ijma) on all matters related to dogma and belief (principles). 
Further, they all agree (ijma) on the five pillars and the essential details for the practice of these 
acts. 
 
Sunni Schools of Thought 
 
On matters regarding the applicability of various secondary sources of Islamic law, 
Muslims have a wide range of views. Different schools of thought (madhhab) are brought to 
bear, with each having own fiqh (Islamic jurisprudence) in regard to the details. Four Islamic 
jurisprudence schools hold distinct views on many subjects in terms of Islamic legal provisions 
and practice. Some Muslim countries follow just one school, whereas others follow a 
                                                 
226 Brown, supra note 161. 
227 Ahmed, supra note 217. 
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combination of several schools. All four leading schools are referenced in the practice of law in 
Saudi Arabia.  
 
Hanafi School 
The name Hanafi is derived from Imam Abu Hanafi, (699–767), (80–150 AH), in Kufa 
(Iraq). The Hanafi school is the most flexible of the four schools, as it emphasizes reason, logic, 
opinion (ray), preference (istihsan), and analogy (qiyas).228 The school accepts consensus (ijma), 
to the extent of even allowing an old agreement to be superceded by new ones.229 Compared with 
the other schools pertaining to the law, Hanafi is considerably more interested in customs 
(urf).230 Hanafi is prevalent in a number of countries: Turkey, Egypt, Syria, Lebanon, Jordan, 
Palestine, Kazakhstan, Tajikistan, Uzbekistan, Afghanistan, Pakistan, and Bangladesh. 
 
Maliki School 
The founder of this school was known as Imam Malik ibn Anas of Medina, (711–795), 
(93–179 AH). In comparison with the practice of the other schools, the Maliki school gives 
greater priority to qiyas (analogy) than to a Hadith with a weak chain of connections.231 
Nevertheless, the strength of qiyas principally depends on the Hadith and the practice of the 
Companions in Medina, the home of the Prophet Muhammad (PBUH) after the migration 
(Hegira) from Mecca.232 Some other sources of law, though not all, are accepted as independent 
                                                 
228 The Oxford Dictionary of Islam, supra note 204, available at 
http://www.oxfordislamicstudies.com/article/opr/t125/e798. 
229 T. Ramadan, Western Muslims and the Future of Islam (Oxford Univ. Press 2003). 
230 G. Libson, On the Development of Custom as a Source of Law in Islamic Law (2nd ed. Islamic Law & Society 
1997), at 131–55. 
231 I. Abdal-Haqq, Islamic Law: An Overview of Its Origin and Elements (27th ed. J. Islamic L. & Culture 2002). 




by Maliki scholars included istislah and maslaha (public interest). Some countries with a high 
concentration of Maliki scholars are Tunisia, Algeria, Morocco, Sudan, Kuwait, and Libya. 
 
Shafii School 
The Shafii school was established by Imam Muhammad ibn Idris al-Shafii, (776–820), 
(150–204 AH), in Egypt. According to the Shafii school, Hadith is superior to the doctrines 
related to the customs of earlier schools in the formulation of Islamic law.233 The remaining 




The name Hanbali is derived from Imam Ahmad ibn Hanbal, (780–855), (164–241 AH), 
in Baghdad. The Hanbali school is based on sources of law in the Quran, the Hadith, the 
statement of a single Companion, and when necessary reasoning by analogy (qiyas). In this 
school, the performance of ijtihad through the study of the Quran and the Hadith is encouraged. 
Hanbali advocates a literal interpretation of textual sources and rejects taqlid or blind adherence 
to the opinions of other scholars or to any particular school.234 Shaykh al-Islam Taqi Al-Din Ibn 
Taymiyyah, (1263–1328), (661–728 AH), was the leading Hanbali scholar. His primary 
emphasis was on the literal interpretation of textual sources accompanied by a rejection of 
independent reasoning as an independent source of fiqh.235 Shaykh al-Islam Ibn Taymiyya’s 
                                                 
233 Id. available at http://www.oxfordislamicstudies.com/article/opr/t125/e2148. 
234 Id. available at http://www.oxfordislamicstudies.com/article/opr/t125/e799. 
235
 Shaykh al-Islam ibn Taymiyya’s view is that human reasoning must be referred to the teaching of the Quran, the 
Sunnah, the statement of the Companions of the Prophet (PBUH) and their followers after them and to the Arabic 
language in order to be accepted. See Hans Visser, Islamic Finance: Principles and Practice.  
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writings (books) influenced the reformer (mujaddid) Shaykh Muhammad ibn Abd al-Wahhab 
(1703–1792), (1115–1206 AH), in Najd236 because they were in agreement with the basic 
principles of Islam in regard to beliefs and rulings.237 In Saudi Arabia, in teaching fiqh (Islamic 
jurisprudence), most Sharia colleges focus on Hanbali with a comparison to other schools of 
thought. Saudi Arabia and Qatar are the countries that are home to the Hanbali. Moreover, the 
Saudi courts may apply all four Madhhab interpretations of the Sharia in rendering rulings.238 
The differences between the four schools relate not to dogma or beliefs (principles), but 
to secondary juristic issues (details).239 Although there are variations in Madhhab in interpreting 
Sharia, the four current schools do not oppose one another and the followers of the four schools 
respect and accept each other as real Sunni Muslims.240  
 
Ijtihad (Effort by a Jurist) in Sharia  
 
“Ijtihad” is an Arabic word that means the exercise of independent reasoning. The 
derivation of the term comes from the Arabic root “jahada,” which means to strive and exhaust 
                                                 
236 Najd is the central region of Saudi Arabia. Shaykh Muhammad ibn Abd al-Wahhab advocated a return to the 
original form of Islam in the early 18th century. “The movement is therefore known by its adherents as ad dawa lil 
tawhid (the call to unity), and those who follow the call are known as ahl at tawhid (the people of unity) or 
muwahhidun (unitarians). The word Wahhabi was originally used derogatorily by opponents […]. Muhammad ibn 
Abd al Wahhab’s emphasis on the oneness of God was asserted in contradistinction to shirk, or polytheism, defined 
as the act of associating any person or object with powers that should be attributed only to God. He condemned 
specific acts that he viewed as leading to shirk, such as votive offerings, praying at saints’ tombs and at graves, and 
any prayer ritual in which the suppliant appeals to a third party for intercession with God.” See Wahhabi Theology 
http://countrystudies.us/saudi-arabia/27.htm. 
237 See Islam Q&A, supra note 193, available at https://islamqa.info/en/89671. 
238 David Commins, The Wahhabi Mission and Saudi Arabia (2006), at 110.  
239 Shoayb Ahmed, The Development of Islamic Jurisprudence (fiqh) and Reasons for Juristic Disagreements 





oneself.241 Mujtahid is the name of the jurist who applied ijtihad. The Islamic legal system also 
uses the term to refer to intellectual efforts by Muslim scholars and jurists in making religious-
legal-decisions pertaining to an issue on which the Quran and the Sunnah are silent. Sharia 
requires Islamic scholars who are qualified to perform ijtihad.242 According to many scholars, the 
result of ijtihad cannot contradict the Quran or the Hadith and cannot be used in cases where 
consensus (ijma) has been reached.243 A jurist is assumed to always use his or her senses, 
intellect, and experience at any given time to arrive at an opinion in accord with the spirit of 
Islam. 
Ijtihad is reported to have originated and, therefore, it derives its validity from a 
conversation between the Prophet Muhammad (PBUH) and one of his companions, Muadh b. 
Jabal, who at the time was offered a chance to govern the territory of Yemen.244 When asked by 
                                                 
241 Ayatullah M. Mutahhari, The Principle of Ijtihad in Islam, Vol.10, Al-Islam (2014). 
242 The scholars of the principles of Islamic jurisprudence known as Usul al-fiqh have set conditions and 
qualifications that must be met by every jurist who performs Ijtihad to protect Sharia from the dangers of innovation 
and distortion. Some of the qualifications are “A jurist must be a master of the Arabic language. He must have 
proficient knowledge of theology, the revealed texts and the four schools of thought. A jurist must have a 
comprehensive knowledge of legal theory, usul al-fiqh, which governs the interpretative principles of legal language 
and the method of investigating the texts, the asbab al-Nuzul and the asbab alwarud, the naskh wal mansukh, etc. He 
should have thorough knowledge of the Qur’an and Hadith and in the exegesis. He must know what parts of the law 
have become subject to consensus. He must be a pious and practising Muslim. He should first seek the solution of a 
legal problem in the specific terms of the Qur’an and the Sunna, applying the accepted methods of interpretations 
and construction, including, the doctrine of Naskh, asbab etc., before considering Ijtihad.” See The Concept of 
Ijtihad in the History of Islamic Jurisprudence, available at http://www.stevenmasood.org/article/concept-ijtihad-
history-islamic-jurisprudence. 
243 The Oxford Dictionary of Islam, supra note 204, available at 
http://www.oxfordislamicstudies.com/article/opr/t125/e990. 
244 In the Hadith “When the Messenger of Allah (PBUH) intended to send Mu’adh ibn Jabal to the Yemen, he asked: 
‘How will you judge when the occasion of deciding a case arises?’” 
He replied: “I shall judge in accordance with Allah’s Book. He asked: “(What will you do) if you do not find any 
guidance in Allah’s Book?’ He replied: ‘(I shall act) in accordance with the Sunnah of the Messenger of Allah 
(PBUH). 
He asked: ‘(What will you do) if you do not find any guidance in the Sunnah of the Messenger of Allah (PBUH) and 
in Allah’s Book?’ 
He replied: ‘I shall do my best to form an opinion and I shall spare no effort.’ 
The Messenger of Allah (PBUH) then patted him on the breast and said: ‘Praise be to Allah Who has helped the 
messenger of the Messenger of Allah to find something which pleases the Messenger of Allah.’” Sunan Abi Dawud, 
Book 24, Hadith 3585. In another Hadith, the Prophet Mohammad (PBUH) said, “If a judge passes a judgment 
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the Prophet (PBUH) how he would judge cases not covered in either the Quran or the Sunnah, 
Muadh answered that he would do so by exercising his judgment (ajtahidu bi ra’ya). Among the 
Sunni schools of jurisprudence, there are different opinions on the idea and meaning of ijtihad 
and how it should be understood. 
 
Fatwa (Legal Opinion) in Sharia 
 
According to Sharia, the concept of fatwa (legal opinion) is a well-established one. It is 
endorsed in the Quran: Says Allah, “[Prophet], all the messengers We sent before you were 
simply men to whom We had given the Revelation: you [people] can ask those who have 
knowledge if you do not know.”245 
In the Hadith, the Prophet Mohammed (PBUH) asks, “Why didn’t they ask if they didn’t 
know? Indeed the only cure for ignorance is to ask.”246 In outlining the origin of fatwa under the 
law of Islam, many scholars have reiterated this legal basis. Moreover, research has shown that 
the above verses have been used by many scholars in explaining the concept of the fatwa.  
                                                 
having exerted himself to arrive at what is correct, and he is indeed correct, he will have two rewards. If he passes 
judgment having exerted himself to arrive at what is correct, but it is incorrect, he will have one reward.” Sunan Abi 
Dawud, Book 24, Hadith 3567, available at https://sunnah.com/abudawud/25. 
245 Quran, Surah An-Nahl 16:43. 
246 The full text of the Hadith is “We set out on a journey, and one of us was wounded by a stone on his head. [When 
he slept] he had a wet dream and asked his companions, ‘Do you see any concession for me to perform tayammum 
(symbolic wiping with hands with dust on them instead of full ablution of wudu’)?’ They replied: ‘We do not see 
any concession since you are able to use water.’ Upon that he took a bath (shower) and then he died. When we came 
back to Allah’s Messenger, peace and blessings be upon him, he was informed of this occurrence. He said: ‘They 
killed him, may Allah kill them! Why didn’t they ask if they didn’t know? Indeed, the only cure for ignorance is to 
ask. [It would have been enough for him to perform ‘tayammum’ or bandage his wound, wipe over the bandage and 
bathe the rest of his body.]” Reported by Abu Da’ud and others, and confirmed as reliable by Sheikh al-Albani in 
Sahih-al-Jami (no.4362), (except for the addition of what is in the brackets). “The expression used here is one of 
disapproval and does not mean the actual verbatim words, a common idiomatic manner in the Arabic language.” 
Available at https://abusalmandeyauddeeneberle.wordpress.com/knowledge-and-action/#_ftn11. 
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According to Chiroma, a fatwa (legal opinion in Sharia) is an Arabic term connected to 
terms originating from the Quran such as ifta (issuing of Islamic judgments), istefti (requesting 
the decisions of Sharia), and mufti (the person issuing the Sharia rulings).247 
In regard to its definition, a fatwa refers to legal opinions issued by Islamic scholars 
(mufti) that are legally not binding. A fatwa, therefore, is an Islamic legal opinion (not legally 
binding) that a qualified jurist (mufti) checks for issues, in replying to an issue deferred for 
questioning by the general public or judges (Qadies) to resolve an issue in regard to which fiqh 
(Islamic jurisprudence) is unclear.248 
                                                 
247 M. Chiroma et al., The Concept of Fatwa (Islamic Verdict) in Malaysia and the Constitutional Dilemma: A 
Legislation or Legal Opinion? (20th ed. Int’l Journal of Bus. & Law 2014). 
248 S.Y. Gilani & S.M. Younas Gilani, Jurists and Legislatures in Islam: Origins and Classification of Ulama, in 
Contemporary Issues in Islamic Law (Serial Publication, New Delhi 2011). A fatwa for instance, Q 7: “Is a doctor 
permitted to perform a surgery even if they are not skillful enough at it, as happens in some cases? A: A doctor must 
not perform a surgery if they are not skillful enough at it. This is considered omission of responsibility and an 
assault on the sanctity of people’s bodies without an Islamic ally legal justification. If a doctor performs a surgery 
without being skillful at it, they are to be held accountable for any resulting harm or injury.” (Issued by the 
Permanent Committee, (Fatwa no. 20913), available at 
http://alifta.com/Fatawa/FatawaChapters.aspx?languagename=en&View=Page&PageID=165&PageNo=1&BookID
=17. “Fatwa is (neither binding nor enforceable) as is the verdict of the secular courts; while correct and applicable 
to all members of the Muslim faith, the fatwa is optional for the individual to respect and enforce it or not.” See 
What is Fatwa? available at http://www.islamicsupremecouncil.org/understanding-islam/legal-rulings/44-what-is-a-
fatwa.html. “If the inquirer is not persuaded by the fatwa, he is free to go to another mufti and obtain another 
opinion; but once he finds a convincing opinion, he should obey it.” See The Oxford Dictionary of Islam, supra note 
204, available at http://www.oxfordislamicstudies.com/article/opr/t125/e646.  
However, Muslims are obligated to apply the rules of Sharia whether the rules meet their wishes or not because they 
are commanded to adhere to Sharia rules. As Almighty Allah says in the Quran: 
“By your Lord, they will not be true believers until they let you decide between them in all matters of dispute, and 
find no resistance in their souls to your decisions, accepting them totally.” Surah An-Nisa 4:65. That is, Muslims 
should realize that goodness is what Allah has chosen for him\her, whether he\she likes it or dislikes it.  
As Almighty Allah says in the Quran: 
“You may dislike something although it is good for you, or like something although it is bad for you: God knows 
and you do not.” Surah Al-Baqarah 2:216.  
On the other hand, Allah commands Muslims who are seeking a fatwa to ask only one who has knowledge of Sharia 
(mufti) because the nature of humans is ignorance. As Almighty Allah says in the Quran: 
“It is God who brought you out of your mothers’ wombs knowing nothing, and gave you hearing and sight and 
minds, so that you might be thankful.” Surah An-Nahl 16:78. In addition, “Fatwas may address societal questions 
such as should women drive, may women sit on a bus next to a man, can a Muslim wear anything bearing a cross or 
can a Muslim choose western law as a career? The fatwa may even focus on particular personal issues applying to a 




In order to issue a fatwa by applying ijtihad (independent reasoning), a jurist must qualify 
as a mufti. Imam al-Shafii laid down the qualifications of a mufti as follows:  
It is not allowed for anyone to give a Sharia explanation (fatwa), except one who knows 
the Holy Quran completely including what verses are abrogated and by which verses they 
were abrogated, and which verses resemble each other in the Quran and whether a 
chapter was revealed in Makkah or Madina. He must know the entire corpus of the 
Hadith of the Prophet (PBUH), both those which are authentic and those which are false. 
He must know the Arabic language of the time of the Prophet (PBUH) with its grammar 
and eloquence as well as know the poetry of the Arabs. Additionally, he must know the 
culture of the various peoples who live in each different nation of the community. If a 
person has all such attributes combined in himself, he may speak on what is permitted 
(halal) and what is forbidden (haram). Otherwise he has no right to issue a fatwa.249 
 
Dating back to the time of the Prophet (PBUH), whose answers to the various legal 
questions are classified as part of Islamic practices, the fatwa has been the center of 
                                                 
249 What is a Fatwa?, The Islamic Supreme Council of America, available at 
http://www.islamicsupremecouncil.org/understanding-islam/legal-rulings/44-what-is-a-fatwa.html. 
In addition, “Ibn al-Qayyim said: Abu ‘Abd-Allaah Ibn Battah mentioned in his book al-Khala’ that Imam Ahmad 
of Hanbali school said: No man should set himself up to issue fatwas until he has attained five qualities:  
1. He should have a good intention, for if he does not have a good intention, he will not be blessed and there will be 
no blessings in his words. 
2. He should be knowledgeable, forbearing, dignified and calm. 
3. He should have a strong grasp of knowledge. 
4. He should have a strong personality and not be affected by people’s criticism. 
5. He should know what people are like.” A’laam al-Muwaqqi’een (4/153), available at 
https://islamqa.info/en/21844. 
It is important to mention that issuing a fatwa without complete knowledge of Sharia is strictly prohibited and mufti 
must meet the standards of ijtihad for any fatwa to be valid. As Almighty Allah says in the Quran: 
“Do not say falsely, ‘This is lawful and that is forbidden,’ inventing a lie about God: those who invent lies about 
God will not prosper.” Surah An-Nahl 16:116. 
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jurisprudence development. In fact, the fatwa played a vital role in the birth of Islamic finance. 
At the First Conference of Islamic Banks (Dubai, 1979), a fatwa inspiration came via Humud 
proposals, steering the delivery of contemporary banking in Islam. The fatwa specified that an 
Islamic financial institution must require its clients to sign an agreement promising that he/she 
will purchase the financed property on credit once the bank has purchased it as per the order.250 
 
Ikhtilaf al-fuqaha (Disagreement among Jurists)  
 
The term ikhtilaf refers to a disagreement or difference of opinion. The term ikhtilaf al-
fuqaha (scholars of Islamic jurisprudence) means a disagreement among jurists specifically.251 It 
is necessary to note that there is unity among the fuqaha (jurists) in terms of the basic principles 
of Sharia such that disagreement among fuqaha arises over details pertaining to juristic issues.252 
It should be emphasized that disagreement in fiqh (Islamic jurisprudence) is accepted and 
tolerated only when based on acceptable evidence from the Quran, the Sunnah, and the principles 
of the Sharia, and issued by fuqaha (jurists) who have knowledge of Sharia and religious 
commitment.253 If this is not the case, disagreement in fiqh is unacceptable. Ikhtilaf is common 
                                                 
250 M.N. Siddiqi, Islamic Banking and Finance in Theory and Practice: A Survey of State of the Art (2nd ed. Islamic 
Econ. Studies 2006), at 1–48. 
251 M.K. Masud, Ikhtilaf Al-fuqaha: Diversity in Fiqh as a Social Construction (WANTED 2009). 
252 Dr. Muhammed Hashim Kamali: The Scope of Diversity and Ikhtilaf (Juristic Disagreement) in the Shari’ah. 
(Autumn 1998). Also, it is important to know that matters of Islamic belief are not subject to disputation. 
253 “[W]e must first describe the conditions that must be met by the mufti so that he may be regarded as one of the 
people of knowledge whose words count and if he expresses a different view we may then say that there is indeed a 
difference of opinion among the scholars. There are many such conditions, which ultimately boil down to two:  
1. Knowledge, because the mufti will be telling people about the rulings of Allah, and he cannot speak of the 
rulings of Allah if he is ignorant of them.  
2. Soundness of character, i.e., he is righteous in all his affairs, he fears Allah and he keeps away from 
anything that may undermine his credibility. The scholars are agreed that a fatwa cannot be accepted from 
one who is immoral, even if he is knowledgeable. This was clearly stated by al-Khateeb al-Baghdaadi.  
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in fiqh among jurists from different schools of thought and among those from the same school. 
Iktilaf is mentioned in the Quran in many verses: 
If you are in dispute over any matter, refer it to God and the Messenger.254 
Whatever you may differ about is for God to judge.255 
We have sent down the Scripture to you only to make clear to them what they differ 
about, and as guidance and mercy to those who believe.256 
 
Many researchers have incorrectly stated that a disagreement among fuqaha (jurists) over 
juristic issues is a mercy. This understanding derives from a statement in which the Prophet 
Mohammad (PBUH) is interpreted as having said that “diversity among the Muslim people is a 
blessing (ikhtilafu ummati rahma).” In fact, some Ulama have indicated that this Hadith is 
fabricated (mawdoo) and some of the Successors (Tabi’un) have said that “The differences 
among the Companions of Muhammad (PBUH) are a mercy for Allah’s servants.”257 Indeed, 
                                                 
Whoever meets these two conditions is a scholar whose words may be accepted, but whoever does not meet these 
conditions is not one of the people of knowledge whose words may be accepted. The words of one who is known to 
be ignorant or who is known not to be of good character cannot be accepted.” See Islam Q&A, supra note 193. 
Fatwa (22652), available at https://islamqa.info/en/22652. 
Sheikh Muhammad ibn Al Uthaymeen said: “[O]ur stand toward this differing, and I mean the differing between the 
scholars who are well trusted for their knowledge and religion, not those who have been classified as being upon 
knowledge but are not in fact from the people of knowledge. As we do not regard the likes of such as scholars, nor 
do we hold that their statements are to be known and recorded like the statements of the people of knowledge.” See 
Muhammad ibn Al Uthaymeen, Differences of Opinion Amongst the Scholars: Their Causes and Our Position 
Towards Them, at 40, available at 
https://www.kalamullah.com/Books/Differences%20of%20Opinion%20Amongst%20the%20Scholars.pdf. 
254 Quran, Surah An-Nisa 4:59. 
255 Quran, Surah Ash-Shuraa 42:10. 
256 Quran, Surah An-Nahl 16:64. 
257 See Islam Q&A, supra note 193. Fatwa (13623), available at https://islamqa.info/en/13623. 






while disagreement among fuqaha may have some interest for Muslims, unity is a virtue (khair) 
and a mercy. As Almighty Allah says in the Quran: 
“If your Lord had pleased, He would have made all people a single community, but they 
continue to have their differences. Except those on whom your Lord has mercy.”258 
 
Ikhtilaf was authorized long before the Islamic schools of law came into being in the 
second century after the Hijrah. As Muslim jurists believe that ikhtilaf was in existence at the 
time of the Prophet Muhammad (PBUH).259  
It is worth knowing that there are many reasons for disagreements in Islamic 
jurisprudence. Possibly, some of these reasons are linked to the nature of people and to gaps in 
communication, which generate different interpretations.260 Some of these reasons may arise 
from the fact that Sharia was not meant to address certain issues. As the Prophet Mohammad 
(PBUH) said: 
“Whatever Allah has permitted in His Book is halal, whatever He has forbidden is haram, 
and whatever He was silent about is pardoned.”261 
 
                                                 
258 Quran, Surah Hud 11:118–11:119.  
259 In the Hadith, “On the day of Al-Ahzab [i.e., clans] the Prophet [PBUH] said, ‘None of you Muslims) should 
offer the ’Asr prayer but at Banu Quraiza’s place.’ The ’Asr prayer became due for some of them on the way. Some 
of those said, ‘We will not offer it till we reach it, the place of Banu Quraiza,’ while some others said, ‘No, we will 
pray at this spot, for the Prophet (PBUH) did not mean that for us.’ Later on It was mentioned to the Prophet 
(PBUH) and he did not berate any of the two groups.” Sahih al-Bukhari, Vol. 5, Book 59, Hadith 445, available at 
https://www.sunnah.com/urn/38510. 
260 Ahmed, supra note 239. 




Therefore, disagreement among fuqaha may arise in relation to issues on which Sharia is 
silent. Sheikh Muhammad ibn Al Uthaymeen listed several important causes for differences of 
opinion among Ulama, some of which are given here: 
1. The relevant evidence was not known to the scholar who erred in his 
judgment. 
2. The relevant Hadith is known to the scholar, but he does not have any 
confidence in its narrator and regards it to be in contradiction to a stronger 
evidence, so he holds on to that which he believes is stronger. 
3. The Hadith was known to the scholar but he did not recollect it.  
4. The scholar is aware of the evidence but understands it incorrectly. 
5. The scholar is aware of the Hadith but it is in actual fact abrogated. 
6. The scholar believes that the particular evidence in question conflicts with 
either a stronger text or a consensus of the scholars. 
7. The scholar gives a ruling on the basis of a weak Hadith, or his argumentation 
and deduction is poor.262 
 
In relation to these reasons for disagreements over juristic issues, it should be noted that they do 
not arise from personal desires or wishes. Instead, the basis is differing ways to understand a 
given issue in reference to accepted evidence from the Quran, the Sunnah, and the principles of 
Sharia. So, what is the position on disagreements among Ulama?  
                                                 
262 Al Uthaymeen, supra note 253. Also, see Ahmed, supra note 239. Shoayb Ahmed listed 20 reasons for 




As a defining principle in regard to the position on disagreements in Islamic 
jurisprudence, it is necessary to align with Sharia (Quran and Sunnah) and to reject all but the 
accepted evidence. Further, it is possible to classify Muslims engaged in a disagreement over 
juristic issues into four categories:  
1. A person with knowledge of Sharia (Mujtahid). 
2. A person with enough knowledge of Sharia (seeker of knowledge).263  
3. A person with insufficient knowledge of Sharia (seeker of knowledge at the 
beginner level). 
4. A person with no knowledge of Sharia (layman).  
A person with knowledge of Sharia (Mujtahid) or with enough knowledge of Sharia (seeker of 
knowledge) must perform Ijtihad and refer the disputed matter to the Quran and the Sunnah and 
accept the result based on the evidence. A person engaged in a dispute can also seek help from 
people of knowledge in order to understand the evidence. As Allah says in the Quran, “those 
seeking its meaning would have found it out from them.”264 
A person with insufficient knowledge or no knowledge of Sharia must ask people of 
knowledge who have religious commitment (mufti) and to follow their interpretation.265 As 
                                                 
263 A seeker of knowledge is a person with knowledge of Sharia who has not reached the level of Mujtahid (scholar). 
264 Quran, Surah An-Nisa 4:83. 
265 “If the Muslim has enough knowledge to enable him to compare the views of the scholars based on the evidence 
and to decide which is more likely to be correct, and he can tell what is more correct and more likely to be correct, 
then he must do that, because Allah has commanded us to refer disputed matters to the Qur’an and Sunnah, as He 
says, (interpretation of the meaning):  
‘(And) if you differ in anything amongst yourselves, refer it to Allah and His Messenger, if you believe in Allah and 
in the Last Day. That is better and more suitable for final determination.’” [al-Nisa’ 4:59]. 
The scholars have stated that the madhhab of the common man is the madhhab of his mufti.”  
“If their opinions differ, then he should follow the one who is most trustworthy and most knowledgeable. This is like 
when a person falls sick—may Allah give us all good health—and he looks for the most trustworthy and 
knowledgeable doctor so that he can go to him, because he is most likely to give him the right treatment than anyone 
else. It is more important to be on the safe side in religious matters than in worldly ones.” See Islam Q&A, supra 
note 193. Fatwa (22652), available at https://islamqa.info/en/22652. 
Also, see Al Uthaymeen, supra note 253 at 42–43.  
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Almighty Allah says in the Quran, “you can ask those who have knowledge if you do not 
know.”266 
In Sharia, it is important to note that individuals are forbidden to choose legal opinions 
from a disagreement among fuqaha by picking whatever they like and leaving whatever they 
don’t like based on their desires.267 Muslims should not dispute with one another or be intolerant 
in favor of a particular school or Imam (scholar). With this in mind, as long as the judgment does 
not contradict the consensus of Ummah, Muslims are expected to adhere to Sharia and follow the 
correct judgment based on accepted evidence from the Quran and the Sunnah regardless of the 
opinions of scholars or the position of a school of thought they follow.268 Muslims should 
preserve the principle of Ummah and the unity of the Muslim community. As Almighty Allah 
says in the Quran, “Hold fast to God’s rope all together; do not split into factions.”269 
It is also necessary for Muslims to be aware of the ethics of disagreement (adab al-
Ikhtilaf) in Sharia. Dr. Taha Jabir al-Awani laid down very important standards to guide the 
Companions (sahabah) in dealing with differences of opinion, as follows:270  
1. Differences should be avoided as much as possible.  
                                                 
266 Quran, Surah An-Nahl 16:43.  
267 “It is not permissible for the Muslim to follow whatever scholarly opinion suits his desires if it goes against the 
evidence, or to seek fatwas from those who he thinks are going to be lenient in their fatwas. Rather he has to be on 
the safe side when it comes to his religion, and ask the scholars who have the most knowledge and are most fearing 
of Allah.” See Al-Munajjid, supra note 203. Fatwa (22652), available at https://islamqa.info/en/22652. 
268 Al Uthaymeen, supra note 253 at 41. Also, see Fatwas of the Permanent Committee (Arabic), available at 
http://www.alifta.net/Fatawa/fatawaChapters.aspx?languagename=ar&View=Page&PageID=155&PageNo=1&Boo
kID=4. 
Imam Malik ibn Anas said, “The views we think may be accepted or rejected except for what the occupant of this 
grave (i.e. The Prophet (peace be upon him).” Available at 
http://www.alifta.net/Fatawa/fatawaDetails.aspx?languagename=en&BookID=14&View=Page&PageNo=1&PageI
D=739. 
269 Quran, Surah Ali ’Imran 3:103. 
270 Al ’Alwani, supra note 262.  
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2. If differences of opinion in a particular case are inevitable, they should be willing to 
admit their errors and follow the correct judgment immediately without making their 
Muslim brothers feel embarrassed in any way. They must have great respect for the 
people of knowledge (fuqaha) and not extend their differences outside the matter. The 
ultimate goal is to reach the truth and correct judgment regardless of who has the true 
opinion.  
3. In the matter of differences, the brotherhood of Islam is regarded as one of the most 
important principles to remember and keep.  
4. Matters of Islamic belief are not subject to dispute. Differences of opinion are over 
secondary issues.  
5. Consulting with one another is very important to reach consensus.  
6. The reciters of the Quran and fuqaha (jurists) are treated like leaders with 
consideration of each one with their special field; therefore, they play a significant 
role in society.  
7. Correcting judgments among the Companions in the form of assistance offered by a 







The word “Allah” is the Arabic name for God. It means “the One True God.”271 To 
Muslims, Allah is the Almighty, Who is similar to nothing and to Whom nothing is 
comparable.272 Muslims believe that the sole purpose of their existence is to worship the Creator 
without question.273 As Almighty Allah says in the Quran, “Say, He is God the One, God the 
eternal. He begot no one nor was He begotten. No one is comparable to Him”274 and “There is 
nothing like Him.”275 
Muslims believe that previous messages and revelations received from God have been 
partially misinterpreted or altered over time. Further, Muslims consider the Arabic Quran to be 
the unaltered, protected, final revelation of God. As Almighty Allah says in the Quran, “We have 
sent down the Quran Ourself, and We Ourself will guard it.”276 
Muslims believe that the universe is the Creation of Allah (Almighty) and that He is the 
absolute authority over humanity. According to Islam, Allah is the Creator and Sustainer of the 
universe.277 They believe that the world functions according to His command. Islam asserts that 
the Creator is all-powerful and omniscient. According to Islamic belief, man is Allah’s creation, 
subject, and slave and each person’s purpose is to worship and obey Him.278 Muslims believe 
                                                 
271 Squires, supra note 159. 
272 Allah.org, supra note 160. 
273 Brown, supra note 161. 
274 Quran, Surah Al-Ikhhas 112:1–4. 
275 Quran, Surah Ash-Shuraa 42:11. 
276 Quran, Surah Al-Hijr 15:9.  
277 Brown, supra note 161. 
278 As Almighty Allah says in the Quran, “Say, ‘My prayers and sacrifice, my life and death, are all for God, Lord of 
all the Worlds.” Surah Al-An’am 6:162.  
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that they are following God’s will only when they submit to complete obedience to Him. And, it 
is for the Creator alone to determine the method of that worship and obedience.  
Muslims understand that Islam is the complete, absolute, and universal inherent faith 
revealed throughout history through prophets such as Job, Noah, Abraham, Moses, and Jesus.279 
Allah (Almighty) spoke through prophets in order to guide humanity, and He has revealed His 
books through them. Muslims are obligated to live according to the commandments of Allah 
(Almighty) and to follow His Divine guidance. Further, Muslims believe that mankind is 
responsible to Allah (Almighty) for all their actions and will be called on to render an account of 
themselves in the Hereafter.280 In fact, mankind’s short existence in this world is an opportunity 
for the last test, which is an assessment of the person’s submission to the Creator and dedication 
to improving the human condition.281 The person will be judged impartially based on his/her 
entire life. This account comprises not only the individual’s actions and influence on the world 
and those who live in it, but also on his/her innermost thoughts, feelings, and intentions.282 This 
                                                 
279 Brown, supra note 161. 
280 As Almighty Allah says in the Quran: 
“Do not follow blindly what you do not know to be true: ears, eyes, and heart, you will be questioned about all 
these.” Surah Al-Isra 17:36.  
“On that Day, you will be asked about your pleasures.” Surah Al-Takathur 102:8.  
In the words of the Messenger of Allah (PBUH): 
 “Man’s feet will not move on the Day of Resurrection before he is asked about his life, how did he consume it, his 
knowledge, what did he do with it, his wealth, how did he earn it and how did he dispose of it, and about his body, 
how did he wear it out.” At-Tirmidhi. Book 1, Hadith 407, available at https://sunnah.com/riyadussaliheen/1/407. 
281 Brown, supra note 161 at 50. As Almighty Allah says in the Quran: 
“My people, the life of this world is only a brief enjoyment; it is the Hereafter that is the lasting home.” Surah 
Ghafir 40:39.  
282 As Almighty Allah says in the Quran: 
“[H]e does not utter a single word without an ever-present watcher.” Surah Qaf 50:18.  
“The record of their deeds will be laid open and you will see the guilty, dismayed at what they contain, saying, ‘Woe 
to us! What a record this is! It does not leave any deed, small or large, unaccounted for!’ They will find everything 
they ever did laid in front of them: your Lord will not be unjust to anyone.” Surah Al-Kahf 18:49.  
On the authority of Ibn ’Abbaas, (may Allah be pleased with them) from the Messenger of Allah (PBUH) from what 
he has related from his Lord (Almighty) that He said: 
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concept of man and his place in the universe is the concern of every believer. In the opinion of 
Muslims, the Quran indicates man’s place in the world and states what the ultimate goals of man 
should be.283 The Quran is the baseline based on which all Islamic courts render their judgments. 
This means that man is not left to his own devices to do as he pleases. Instead, humans are given 
rules to abide by that directly concern moral action.284 By submitting to this criterion, Muslims 
believe that man has the ability to evolve morally and in doing so they will finally achieve a 
condition untainted by selfishness, racism, or hatred.  
Muslims view the Quran as the perfect guide for humanity, based on which they can 
determine good and evil conduct. As Almighty Allah says in the Quran, “This Quran does indeed 
show the straightest way.”285 
The Quran refuses to base religious mandates regarding evil and virtue on mere intellect, 
desire, intuition, or experience derived through the senses, which change continuously and thus 
fail to provide definite and unchanging standards of morality. Instead, Muslims believe that the 
Creator provided humanity with an objective legal system that benefits the collective, regardless 
                                                 
“Verily Allah (Almighty) has written down the Good deeds and the Evil deeds, and then explained it [by saying]: 
Whosoever intended to perform a Good deed, but did not do it, then Allah writes it down with Himself as a complete 
Good deed. And if he intended to perform it and then did perform it, then Allah writes it down with Himself as from 
ten Good deeds upto seven hundred times, upto many times multiplied. And if he intended to perform an Evil deed, 
but did not do it, then Allah writes it down with Him as a complete Good deed. And if he intended it [i.e., the evil 
deed] and then performed it, then Allah writes it down as one Evil deed.” Reported by Bukhari and Muslim, 
available at https://bible-quran.com/islam-hadiths-hadiths-37-39-nawawi/. 
283 Brown, supra note 161. 
284 As Almighty Allah says in the Quran: 
“When God and His Messenger have decided on a matter that concerns them, it is not fitting for any believing man 
or woman to claim freedom of choice in that matter.” Surah Al-Ahzab 33:36. 
“When the true believers are summoned to God and His Messenger in order for him to judge between them, they 
say, ‘We hear and we obey.’” Surah An-Nur 24:51.  
In the words of the Prophet (PBUH):  
“What I have forbidden for you, avoid. What I have ordered you [to do], do as much of it as you can.” Reported by 
Bukhari (40), Hadith Nawawi (9), available at https://sunnah.com/nawawi40/9. 
285 Quran, Surah Al-Isra 17:9.  
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of race, color, or wealth.286 This source prescribes a standard of moral conduct that is permanent 
and universal and will remain relevant in every age and under all circumstances. Islam’s moral 
code provides instruction that governs everything from the smallest details of domestic life to the 
comprehensive field of national and international behavior. This code governs Muslims’ conduct 
at each stage of life and enables them to be certain that they are following the Creator’s desire. 
As Almighty Allah says in the Quran, “We have sent the Scripture down to you explaining 
everything, and as guidance and mercy and good news to those who devote themselves to 
God.”287 
Islam’s moral law relies on humanity’s innate desire for goodness and honor. The Quran 
provides men with an understanding of their purpose in the universe and of their place within it. 
Additionally, its sanctions force Muslims to prove their sincerity and devotion. The Quran is the 
foundation of every moral law found in the Islamic community. By following its tenets, Muslims 
confirm their love for and fear of the Creator. Moreover, the practice motivates Muslims to 
accept a greater sense of accountability for their actions in the world. This belief directs 
individuals to focus on fulfilling their responsibilities to their families, communities, and the 
world more generally.288  
                                                 
286 As Almighty Allah says in the Quran: 
“People, We created you all from a single man and a single woman, and made you into races and tribes so that you 
should recognize one another. In God’s eyes, the most honoured of you are the ones most mindful of Him.” Surah 
Al-Hujurat 49:13.  
287 Quran, Surah An-Nahl 16:89.  
288 As Almighty Allah says in the Quran: 
“We offered the Trust to the heavens, the earth, and the mountains, yet they refused to undertake it and were afraid 
of it; mankind undertook it—they have always been inept and foolish.” Surah Al-Ahzab 33:72.  
“Your Lord has commanded that you should worship none but Him, and that you be kind to your parents. If either or 
both of them reach old age with you, say no word that shows impatience with them, and do not be harsh with them, 
but speak to them respectfully.” Surah Al-Isra 17:23.  
“[B]y your Lord, We will question them all about their deeds.” Surah Al-Hijr 15:92–93.  
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In fact, Islam introduces the concept of social responsibility. Further, this belief system 
provides solutions in regard to the improvement and evolution of systems through legislative and 
executive powers.  
Prior to implementing moral restrictions, Islam attempts to steady man by implanting a 
firm conviction within him. Muslims are taught that they are with Allah every day and that Allah 
sees everything, at all times and in all places.289 This reinforces the theory that although people 
may hide who they truly are from everyone else, they cannot hide from the Creator.290 Islam 
teaches that Almighty Allah cannot be deceived and that no one can escape Him. In the Quran, it 
is frequently repeated that Almighty Allah knows everyone’s intentions and desires.291 In part, 
Islam teaches that each individual is a part of the whole, is not separated from the collective, and 
has a direct impact on society and the environment. Moreover, Muslims are taught that as death 
is inevitable, humans must prepare themselves by doing good deeds before facing the divine 
court of justice where neither special pleading nor any kind of deception will be of any avail and 
where the future will be decided with complete impartiality.292 Thus, both hope and fear are 
                                                 
289 Venardos, supra note 25. 
290 As Almighty Allah says in the Quran: 
“He said, “Did I not tell you that I know the unseen [aspects] of the heavens and the earth? And I know what you 
reveal and what you have concealed.” Surah Al-Baqarah 22:33.  
291 As Almighty Allah says in the Quran: 
“He knows what enters the earth and what comes out of it; what descends from the sky and what ascends to it. He is 
with you wherever you are; He sees all that you do.” Surah Al-Hadid 57:4.  
“Do you not see [Prophet] that God knows everything in the heavens and earth? There is no secret conversation 
between three people where He is not the fourth, nor between five where He is not the sixth, nor between less or 
more than that without Him being with them, wherever they may be. On the Day of Resurrection, He will show 
them what they have done: God truly has full knowledge of everything.” Surah Al-Mujadila 58:7.  
“Whatever you may say aloud, He knows what you keep secret and what is even more hidden.” Surah Taha 20:7. 
292 [p] – The divine court of justice refers to the day of judgement. As Almighty Allah says in the Quran: 
“You who believe! Be mindful of God, and let every soul consider carefully what it sends ahead for tomorrow; be 
mindful of God, for God is well aware of everything you do.” Surah Al-Hashr 59:18.  
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written in the hearts of Muslims, inspiring virtuous deeds, even when a person might profit 
tremendously by behaving without integrity.  
Muslims’ dedication to this belief system provides proof that Islam has introduced 
distinctive criteria concerning good and evil, its own source of moral law, and its own sanctions 
and motivating force.293 The revelation of this standard recognizes that moral virtues can be 
achieved in every aspect of life. According to believers, Islam offers a perfect moral system—
one with many distinguishing features that make it superior to other systems of belief.294 
The main intention of every Muslim is to build an Islamic personality through which the 
individual’s life is governed by a deep faith in God as well as a loving, conscious submission and 
commitment to God. Muslims endeavor to create this personality nourished by divine love by 
resisting temptation and striving to understand and accept their role and mission on earth as 
God’s trustees.295 Through this acceptance of religious duties, Muslims fulfill their 
responsibilities with a sense of direction and clarity, thereby bringing vision and meaning to their 
existence on earth. Although many believe that faith and moral conduct are opposing forces, 
Muslims believe that the two correlate.296  
                                                 
293 Venardos, supra note 25. 
294 Brown, supra note 161. 
295 As Almighty Allah says in the Quran: 
“We offered the Trust to the heavens, the earth, and the mountains, yet they refused to undertake it and were afraid 
of it; mankind undertook it—they have always been inept and foolish.” Surah Al-Ahzab 33:72. 
296 In Islam, good morals and faith have a strong link and they cannot be separated. Good character can bring the 
believer closer to God; therefore, the stronger your morals, the stronger your faith.  
As Almighty Allah says in the Quran in reference to the Prophet (PBUH): 
“[T]ruly you have a strong character.” Surah Al-Qalam 68:4.  
As Almighty Allah says in the Quran: 
“Be tolerant and command what is right: pay no attention to foolish people.” Surah Al-A’raf 7:199.  
Abu Hurairah narrated the following: 
The Messenger of Allah (PBUH) said: “When someone whose religion and character you are pleased with proposes 
to (someone under the care) of one of you, then marry to him. If you do not do so, then there will be turmoil (Fitnah) 
in the land and abounding discord (Fasad).” Jami` at-Tirmidhi (1084), available at https://sunnah.com/tirmidhi/11/5. 
’Abdullah bin ‘Amr bin Al-’as (May Allah be pleased with them) reported: 
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Social Responsibility in Islam 
 
Muslims have an obligation to defend their faith.297 Believers insist that Islam is a social-
political religion as well as a theological and spiritual devotional system that motivates the 
evolution of mankind.298 In their opinion, one cannot separate the Islamic social and political 
beliefs and commands from the purely theological and spiritual aspects of the religion. 
Additionally, they believe non-Muslims fail to take into account the scope of social 
responsibility found in Islam. According to Islam, individual members of society must work 
together. As Almighty Allah says in the Quran:  
                                                 
“[The] Messenger of Allah (PBUH) did not indulge in loose talk nor did he like to listen to it. He used to say, “The 
best of you is the best among you in conduct.” Reported by Al-Bukhari and Muslim, available at 
https://sunnah.com/riyadussaliheen/1/625. 
Nawwas ibn Sim’an reported that “I asked the Messenger of Allah, peace and blessings be upon him, about 
righteousness and sin. He said: ‘Righteousness is good character and sin is what waivers in your heart and you hate 
for people to know about it.’” Sahih Muslim (2553), available at https://abuaminaelias.com/an-nawawi-on-the-
virtue-of-good-character-manners-and-conduct/. 
Aisha reported that “The Messenger of Allah, peace and blessings be upon him, said: ‘Verily, the believers with the 
most complete faith are those with the most excellent character and who are most kind to their family.’” Sunan At-
Tirmidhi (2612), available at https://abuaminaelias.com/an-nawawi-on-the-virtue-of-good-character-manners-and-
conduct/. 
Abu Darda reported that “The Prophet, peace and blessings be upon him, said: ‘Nothing is heavier upon the scale of 
the believer on the Day of Resurrection than his good character. Verily, Allah hates the shameless, obscene 
person.’” At-Tirmidhi (2002), available at https://abuaminaelias.com/an-nawawi-on-the-virtue-of-good-character-
manners-and-conduct/. 
Ibn Al-Qayyim said, “The religion itself is entirely good character, so whoever surpasses you in character has 
surpassed you in religion.” Madarij al-Salikin (2/294), available at 
https://abuaminaelias.com/dailyhadithonline/2012/09/07/ibn-al-qayyim-whoever-surpasses-you-in-good-character-
has-surpassed-you-in-religion-and-spirituality/. 
297 As Almighty Allah says in the Quran: 
“[And with all] those who deliver God’s messages and fear only Him and no other: God’s reckoning is enough.” 
Surah Al-Ahzab 33:39.  
“[Prophet], call [the people] to the way of your Lord with wisdom and good teaching. Argue with them in the most 
courteous way, for your Lord knows best who has strayed from His way and who is rightly guided.” Surah An-Nahl 
16:125.  
298 Aras & Crowther, supra note 29. 
98 
 
“[H]elp one another to do what is right and good; do not help one another towards sin and 
hostility.”299 
“Be a community that calls for what is good, urges what is right, and forbids what is 
wrong: those who do this are the successful ones.”300 
 
In the words of the Prophet (PBUH): 
“When three persons set out on a journey, they should appoint one of them as their 
leader.”301 
“Whoever amongst you sees an evil, he must change it with his hand; if he is unable to do 
so, then with his tongue; and if he is unable to do so, then with his heart; and that is the 
weakest form of Faith.”302 
 
Additionally, in Islam, it is imperative to embrace all the needs of society and its 
members. Unlike the West, Islam rejects the dogma of the “separation of church and state,” 
offering a complete God-centered way of life instead.303 Muslims believe that it is their 
responsibility to interact with the public in ways that are socially responsible and that this is 
possible only when the words of Allah are applied.  
Practiced since the inception of Islam, social responsibility is a familiar topic to 
Muslims.304 Islam inspires corporations and other organizations to focus on their moral 
                                                 
299 Quran, Surah Al-Ma’idah 5:2.  
300 Quran, Surah Ali I’mran 3:104.  
301 Reported by Abu Dawud (Book 8, Hadith 5), available at https://sunnah.com/riyadussaliheen/8. 
302 Reported by Muslim (Book 1, Hadith 184), available at https://sunnah.com/riyadussaliheen/1/184. 
303 Brown, supra note 161. 
304 Ahmed, supra note 217.  
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responsibilities in regard to maximizing profit. In addition, Islam prohibits individuals from 
creating anything that directly harms others or the environment.305 Hazards are forbidden as the 
                                                 
305 As Almighty Allah says in the Quran: 
“Do not consume your property wrongfully, nor use it to bribe judges, intending sinfully and knowingly to consume 
parts of other people’s property.” Surah Al-Baqarah 2:188. 
“On account of [his deed], We decreed to the Children of Israel that if anyone kills a person—unless in retribution 
for murder or spreading corruption in the land—it is as if he kills all mankind, while if any saves a life it is as if he 
saves the lives of all mankind. Our messengers came to them with clear signs, but many of them continued to 
commit excesses in the land.” Surah Al-Ma’idah 5:32. 
Abu Bakrah (May Allah be pleased with him) said: delivering the sermon during the Farewell Pilgrimage on the day 
of Sacrifice at Mina, the Messenger of Allah (PBUH) said, “Verily your blood, your property and your honour are as 
sacred and inviolable as the sanctity of this day of yours, in this month of yours and in this town of yours. Verily! I 
have conveyed this message to you.” Reported by Al-Bukhari and Muslim, Book 18, Hadith 14, available at 
https://sunnah.com/riyadussaliheen/18/14. 
Aishah (May Allah be pleased with her) reported: Messenger of Allah (PBUH) said, “Whoever usurps unlawfully 
even a hand span of land a collar measuring seven times (this) land will be placed around his neck on the Day of 
Resurrection.” Reported by Al-Bukhari and Muslim, available at 
http://english4me.net/EnglishCenter/islamic_Center/The%20Gardens%20of%20the%20Righteous/03-
26.html#.W0ktrdhKjBI. 
Abu Hurairah (May Allah be pleased with him) reported: Messenger of Allah (PBUH) said, “Do not envy one 
another; do not inflate prices by overbidding against one another; do not hate one another; do not harbour malice 
against one another; and do not enter into [a] commercial transaction when others have entered into that 
(transaction); but be you, O slaves of Allah, as brothers. A Muslim is the brother of another Muslim; he neither 
oppresses him nor does he look down upon him, nor does he humiliate him. Piety is here, (and he pointed to his 
chest three times). It is enough evil for a Muslim to hold his brother Muslim in contempt. All things of a Muslim are 
inviolable for his brother-in-faith: his blood, his property and his honour.” Reported by Muslim, book 1, Hadith 
235), available at https://sunnah.com/riyadussaliheen/1/235. 
The Prophet (PBUH) said: “Properties of a muslim is unlawful but by his willingness.” Narrated by Ahmad, Ad 
Daraquthny, Al Baihaqy; classed sahih by Al Hafizh Ibnu Hajar and Al Albani, available at http://syaria.com/261-
principles-of-trading-in-islam-part-2.html. 
’Abdullah ibn as-Sa’ib reported that his grandfather said, “I heard the Messenger of Allah, may Allah bless him and 
grant him peace, say, ‘None of you should take the goods of his companion, either in jest or seriously. When one of 
you takes his companion’s staff, he should return it to him.’” Al-Adab Al-Mufrad 24, Book 12, Hadith 4, available 
at https://sunnah.com/adab/12. 
The Prophet (PBUH) said: “There should be neither harming (darar) nor reciprocating harm (dirar).” Related by Ibn 
Majah, ad-Daraqutnee and others as a musnad hadeeth (40) Hadith Nawawi (32), available at 
https://sunnah.com/nawawi40/32. 
The Prophet (PBUH) said: Abu Hurairah (May Allah be pleased with him) reported: Messenger of Allah (PBUH) 
said, “Do you know who is the bankrupt?” They said: “The bankrupt among us is one who has neither money with 
him nor any property.” He said, “The real bankrupt of my Ummah would be he who would come on the Day of 
Resurrection with Salat, Saum and Sadaqah (charity), (but he will find himself bankrupt on that day as he will have 
exhausted the good deeds) because he reviled others, brought calumny against others, unlawfully devoured the 
wealth of others, shed the blood of others and beat others; so his good deeds would be credited to the account of 
those (who suffered at his hand). If his good deeds fall short to clear the account, their sins would be entered in his 




greater good of society is always assessed. Islam also encourages businesses to give back to the 
community and to those in need.306 The religion teaches its followers not to shame those who 
cannot work or are unable to sustain employment. As Almighty Allah says in the Quran:  
“[…] and those who undeservedly insult believing men and women will bear the guilt of 
slander and flagrant sin.”307 
 
And, in the words of the Prophet (PBUH): 
“Do not express pleasure at the misfortune of a (Muslim) brother lest Allah should 
bestow mercy upon him and make you suffer from a misfortune.”308 
 
In Islam, social responsibility derives from the Islamic concept regarding human well-
being and the elements that constitute a good life. This concept places great importance on 
brotherhood/sisterhood (ukhuwah fillah) and socio-economic justice and requires a balance in 
terms of satisfying the material and spiritual needs of all humans.309 Islam requires every 
individual Muslim and every Muslim business to pay a specific percentage of their living to 
charity310 in order to benefit those in need. Some of the primary goals of this method are to 
redistribute resources such those who have wealth show compassion to those experiencing 
                                                 
306 Ahmed, Ahmed, supra note 217 at 35–50. 
307 Quran, Surah Al-Ahzab 33:58.  
308 Reported by At-Tirmidhi (book 18, Hadith 67), available at https://sunnah.com/riyadussaliheen/18/67. 
309 Aras & Crowther, supra note 29 at 2:38. 
310 As Almighty Allah says in the Quran: 
“Keep up the prayer, pay the prescribed alms, and bow your heads [in worship] with those who bow theirs.” Surah 
Al-Baqarah 2:42.  
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hardship. Therefore, Muslim society (Ummah) is conceived of as a single family.311 As Allah 
says in the Quran, “Do good to others as God has done good to you.”312 
Muslims understand that social responsibility refers to individual members of society, 
who must work together to fulfill the general needs of the community as well as the unique needs 
of each member. In addition, Islam ensures that every person works with others to protect society 
from harm. Each member of society is aware not only of his/her rights, but also of his/her 
responsibilities toward others, especially toward those who are not able to meet their own needs. 
These responsibilities prompt awareness that society is responsible for providing for the needs of 
all people as well as protecting them from harm. The scope of social responsibility in Islam is 
described in detail in the Quran and the Sunnah. Muslims are required to submit to their religion 
and all the laws that encompass it. Additionally, they are required to have a complete 
understanding of the methodology, value system, and codes of behavior that Islam espouses. 
Consequently, through Islam, humanity can observe the effects of implementing social 
responsibility in society.  
Social responsibility is not derived from material interest. In fact, the concept extends 
well beyond all desires to embrace the needs of society. Islam teaches that when society finally 
adheres to the Quran’s principles and values, social responsibility will become a tangible reality 
for humanity regardless of differing beliefs and ways of life.313 In this regard, the Quran offers 
this guidance: 
                                                 
311 As Almighty Allah says in the Quran: 
“[T]his is so that they do not just circulate among those of you who are rich.” Surah Al-Hashr 59:7. 
312 Quran, Surah Al-Qasas 28:77. 
313 Brown, supra note 161. 
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He does not forbid you to deal kindly and justly with anyone who has not fought you for 
your faith or driven you out of your homes: God loves the just.314 
Islam dictates that Muslims must place great emphasis on society-building by providing a 
number of texts and legal injunctions to bring about the society described by the Prophet 
(PBUH) thus:  
“The believers in their mutual kindness, compassion and sympathy are just like one body. 
When one of the limbs suffers, the whole body responds to it with wakefulness and 
fever.”315 
 
This mutual responsibility exists because of the honor and dignity of every human being. As 
Allah says in the Quran: 
“We have honoured the children of Adam and carried them by land and sea; We have 
provided good sustenance for them and favoured them specially above many of those We 
have created.”316 
 
Islam considers social responsibility to be one a fundamental objective that extends to all 
humanity. As Almighty Allah says in the Quran: 
“People, We created you all from a single man and a single woman, and made you into 
races and tribes so that you should recognize one another. In God’s eyes, the most 
honoured of you are the ones most mindful of Him: God is all knowing, all aware.317 
                                                 
314 Quran, Surah Al-Mumtahanah 60:80.  
315 Reported by Al-Bukhari and Muslim, Book 1, Hadith 224, available at https://sunnah.com/riyadussaliheen/1/224. 
316 Quran, Surah Al-Isra 17:70.  
317 Quran, Surah Al-Hujurat 49:13.  
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Islam’s foundation is belief, faith, worship, morality, and ethics. These fundamentals are 
permanent. They cannot be changed. On the other hand, the idea of corporate social 
responsibility (CSR) is subject to change based on the needs of the community and society.318 
Nevertheless, its principles are still grounded in morality and ethics. Similarly, the foundational 
principles guiding CSR comprise an intricate complex and cannot be altered without changing its 
basic premise, which is community building. 
 
Social Justice of Islamic Law and Social Responsibility 
 
Social responsibility and social justice are elaborated in the Quran and in the Hadith, 
which form the backbone of Islamic law. As Almighty Allah says in the Quran: 
“God commands you [people] to return things entrusted to you to their rightful owners, 
and, if you judge between people, to do so with justice: God’s instructions to you are 
excellent, for He hears and sees everything.”319 
“You who believe, be steadfast in your devotion to God and bear witness impartially: do 
not let hatred of others lead you away from justice, but adhere to justice, for that is closer 
to awareness of God.”320 
 
The Hadith reveals that practices falling under the general umbrella of CSR have been in 
operation since time immemorial in Islam, as Muslims were taught to be kind to all creations as 
                                                 
318 Mohammed, supra note 18.   
319 Quran, Surah An-Nisa 4:58. 
320 Quran, Surah Al-Ma’idah 5:8. 
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proof of perfect faith.321 As Almighty Allah is the Creator, Muslims are to cultivate a good 
relationship with Him, which is possible only by maintaining good relationships with fellow 
human beings.322 According to the Quran verses, to maintain a positive relationship with others, 
a person must practice social justice, which depends on acting in a socially responsible way 
toward all human beings.323 Sharia law provides directions regarding how a business enterprise, 
for instance, should be conducted. From the principles of Sharia, any Muslim business operation 
must pay attention to social obligations if it is to be successful.324  
To summarize, the concept of CSR is derived from the Sharia paradigm, which calls on 
Muslim business men and women to be responsible and accountable to Almighty Allah, to their 
fellow human beings, and to the environment—all of which are necessary to achieving Maqasid 
                                                 
321 The Prophet (PBUH) said: “Verily Allah has prescribed ihsan (proficiency, perfection) in all things. So if you kill 
then kill well; and if you slaughter, then slaughter well. Let each one of you sharpen his blade and let him spare 
suffering to the animal he slaughters.” Reported by Muslim (40), Hadith Nawawi (17), available at 
https://sunnah.com/nawawi40/17. 
The Prophet (PBUH) said: “The Compassionate One has mercy on those who are merciful. If you show mercy to 
those who are on the earth, He Who is in the heaven will show mercy to you.” Sunan Abi Dawud, Book 42, Hadith 
4923, available at https://sunnah.com/abudawud/43/169. 
Allah says in the Quran; 
Meaning: 
“Worship God; join nothing with Him. Be good to your parents, to relatives, to orphans, to the needy, to neighbours 
near and far, to travellers in need, and to your slaves.” Surah An-Nisa 4:36. 
322 S. Qutb, Social Justice in Islam (Bookbaby 2015). 
323 As Almighty Allah says in the Quran: 
“God commands justice, doing good, and generosity towards relatives and He forbids what is shameful, 
blameworthy, and oppressive. He teaches you, so that you may take heed.” Surah An-Nahl 16:90. 
“Spend in God’s cause: do not contribute to your destruction with your own hands, but do good, for God loves those 
who do good.” Surah Al-Baqarah 2:195. 
324 On the authority of Abu Hurayrah (may Allah be pleased with him), who said that the Messenger of Allah 
(PBUH) said that Allah the Almighty said: 
“There are three (1) whose adversary I shall be on the Day of Resurrection: a man who has given his word by Me 
and has broken it; a man who has sold a free man (2) and has consumed the price; and a man who has hired a 
workman, has exacted his due in full from him and has not given him his wage.” (1) i.e., types of men. (2) i.e., a 
man who has made a slave of another and has sold him. Reported by al-Bukhari, also by Ibn Majah and Ahmad ibn 
Hanbal (Hadith 21), available at https://sunnah.com/qudsi40. 
As Almighty Allah says in the Quran: 
“You who believe, do not wrongfully consume each other’s wealth but trade by mutual consent. Do not kill each 
other, for God is merciful to you.” Surah An-Nisa 4:29. 
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al-Sharia.325 In one sense, Maqasid al-Sharia refers to the Sharia objectives of achieving spiritual 
well-being and achieving material well-being, both of which are necessary to leading a good 
life.326 These two objectives (spiritual and material) are critical in shaping the philanthropic 
deeds through which Muslims draw on their own resources to help those in need. In so doing, 
Muslims honor Almighty Allah’s commandments by establishing and adhering to socio-
economic justice and protecting the environment we live in, by helping the community through a 
focus on social well-being.  
In terms of operationalizing the CSR concept in Saudi Arabian Islamic banks, Maqasid 
al-Sharia has been instrumental in encouraging justice and accountability for every individual’s 
actions. As set out in Sharia law, we are all accountable to Almighty Allah, and as a result, we 
are responsible for our deeds, and this knowledge will help us to remain accountable to different 
stakeholders and more importantly to the environment.327 As Almighty Allah says in the Quran: 
                                                 
325 M. Halpern, Politics of Social Change: In the Middle East and North Africa (Princeton Univ. Press 2015). 
326 The objectives of Sharia (Maqasid al-Sharia) are divided into three levels of importance: necessities (daruriyyat), 
needs (hajiyyat), and niceties or luxuries (tahsiniyyat). The Muslim scholars have divided necessities (daruriyyat) 
into five objectives considered essential for mankind life. The five higher objectives of Sharia are the preservation of 
religion (Islam), the preservation of life, the preservation of intellect, the preservation of lineage, and the 
preservation of wealth.  
Imam Abu Hamid al-Ghazali (d.1111) said: “The Shari’ah’s purposes of the creation are five: to preserve their 
religion, their souls, their mind, their offsprings and their money. So, everything that includes preserving these five 
principles is considered a maslaha (interest). And everything that results in failure of these principles is a harm that 
should be fought and tuned to an interest. The prohibition of failing or restraining these five principles has always 
been included in all religions and Shari’ah, as Shari’ah comes for the interest of humankind.” See Muhammed Al-
Munajjid, The Five Objectives of Sharia (Arabic), available at https://almunajjid.com/8496. 
See Jasser Auda, Maqasid Al-Shariah: An Introductory Guide, available at 
 http://www.jasserauda.net/new/pdf/maqasid_guide-Feb_2008.pdf. 
Also, see Dar al-Ifta al-Misriyya, The Higher Objectives of Islamic Law, available at 
 http://www.dar-alifta.org/Foreign/ViewArticle.aspx?ID=499&CategoryID=3. 
327 S.N.H Naqvi (Eds), Islam, Economics, and Society (RLE Politics of Islam), Routledge (2013).  
The Messenger of Allah (PBUH) said: “Whoever takes the money of people with the intention of repaying it, Allah 
will repay it on his behalf, and whoever takes it in order to spoil it, then Allah will spoil him.” Reported by Al-
Bukhari, available at https://en.islamway.net/article/8834/the-dangers-of-debts. 
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“[W]hoever has done an atom’s-weight of good will see it. But whoever has done an 
atom’s-weight of evil will see that.”328 
 
From the Muslim perspective, any work that is permissible and performed with clear and 
good intentions translates into worshipping the Almighty Allah and honoring his will.329 In 
Islam, accounting and reporting are treated as a religious activity such that they should be 
performed in a way that will please Allah (Almighty). Alternatively, issues relating to corporate 
accountability are clearly defined by Islamic law, which means that social responsibility in Islam 
is not just a matter of observing the rights of various stakeholders, but is a spiritual and moral 
obligation to the Creator.330 Therefore, issues pertaining to CSR are enshrined in Islamic law and 
principles and CSR principles promote social justice and above all honor Almighty Allah’s 
commandments. In this way, Muslims obtain Barakah (blessing) and al-Farah (happiness) in 
this life and in the hereafter inshAllah (God willing).  
 
The Concept of Ummah in Islam and Social Responsibility 
 
In the Quran, the concept of Ummah “designates people to whom God has sent a prophet 
or people who are objects of a divine plan of salvation.”331 However, for the purpose of this 
                                                 
328 Quran, Surah Az-Zalzalah 99:7–8. 
329 ’Umar bin Al-Khattab narrated: I heard Allah’s Messenger (PBUH) saying, “The (reward of) deeds, depend[s] 
upon the intentions and every person will get the reward according to what he has intended. So whoever emigrated 
for the sake of Allah and His Apostle, then his emigration will be considered to be for Allah and His Apostle, and 
whoever emigrated for the sake of worldly gain or for a woman to marry, then his emigration will be considered to 
be for what he emigrated for.” Sahih al-Bukhari (book 83, Hadith 66), available at 
https://sunnah.com/bukhari/83/66. 
330 S.A. Crabtree, F. Husain & B. Spalek, Islam and Social Work: Culturally Sensitive Practice in a Diverse World. 
(Policy Press 2016). 




study, Ummah is defined as a significant community characterized by a general sense of 
compassion for all and in which resources including wealth are distributed among all the 
members. Simply put, Ummah can be defined as a worldwide community comprising Muslims 
from many cultures and races.332 As such, Ummah is an essential virtue in Islam as it advocates 
caring for one another and for the environment. As Almighty Allah says in the Quran:  
“[Believers], you are the best community singled out for people: you order what is right, 
forbid what is wrong, and believe in God.”333 
 
One of the main benefits of Ummah is that it acts as a symbol of unity for all Muslims 
around the world. Islam brings all Muslims together irrespective of age, sex, color, 
socioeconomic background, ethnicity, or culture to worship Allah (Almighty) as one family.334 
The dominant spirit of brotherhood (ukhuwah fillah) is anchored by love and follows the dictates 
of Almighty Allah and his Messenger.335 Sharia law, which is applied by all Muslims, is an 
instrumental tool for unity as one system offering justice and equality worldwide.336 Islamic law, 
therefore, can be viewed as a basis for building trust and acting responsibly especially in matters 
relating to developing wealth and interacting with the world at large.  
                                                 
332 Qutb, supra note 322. 
333 Quran, Surah Ali ’Imran 3:110. 
334 Abu Nadrah reported: The Messenger of Allah, peace and blessings be upon him, said during the middle of the 
day at the end of the pilgrimage, “O people, your Lord is one and your father Adam is one. There is no favor of an 
Arab over a foreigner, nor a foreigner over an Arab, and neither white skin over black skin, nor black skin over 
white skin, except by righteousness. Have I not delivered the message?” They said, “The Messenger of Allah has 
delivered the message.” (Musnad Aḥmad 22978), available at 
https://abuaminaelias.com/dailyhadithonline/2011/12/30/farewell-sermon-your-lord-is-one-your-father-is-one-your-
lives-are-sacred/. 
335 As Almighty Allah says in the Quran: 
“Say, ‘This is my way: based on clear evidence, I, and all who follow me, call [the people] to God—glory be to 
God!—I do not join others with Him.” Surah Yusuf 12:108. 
336 A. Crane & D. Matten, Business Ethics: Managing Corporate Citizenship and Sustainability in the Age of 
Globalization (Oxford Univ. Press 2016). 
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Ummah has a strong influence on the principles of CSR as both advocate for unity, 
especially in regard to treating everyone equally regardless of race, sex, or socioeconomic 
background.337 Acts of generous giving and philanthropy highlight some of the activities that 
Muslim organizations and individuals engage in voluntarily to provide much-needed support to 
communities around the world irrespective of their religion.338 According to the Muslim 
perspective, CSR is a moral and religious activity; therefore, entities should make themselves 
useful to society. 
The spirit of unity and brotherhood (ukhuwah fillah) as spelled out in the Quran requires 
Muslims to be considerate of and extend a helping hand to those facing difficulties. For instance, 
Muslims are required to help fellow brothers facing financial challenges.339 Likewise, business 
organizations, especially banks, are encouraged to be lenient in the business of lending money, 
which is a fundamental reason that they do not charge interest to Muslim clients. Further, banks 
are also advised as an act of charity to write off the debts of individuals who are unable to pay 
back loans. As Almighty Allah says in the Quran: 
                                                 
337 As Almighty Allah says in the Quran: 
“People, We created you all from a single man and a single woman, and made you into races and tribes so that you 
should recognize one another. In God’s eyes, the most honoured of you are the ones most mindful of Him: God is all 
knowing, all aware.” Surah Al-Hujurat 49:13. 
338 D.M. Gibson, Introduction in the Nation of Islam, Louis Farrakhan and the Men Who Follow Him (Palgrave 
Macmillan US. 2016), at 1–32. As Almighty Allah says in the Quran: 
“[A]nd He does not forbid you to deal kindly and justly with anyone who has not fought you for your faith or driven 
you out of your homes: God loves the just.” Surah Al-Mumtahanah 60:8. 
“[T]hey give food to the poor, the orphan, and the captive, though they love it themselves.” Surah Al-Insan 76:8. 
339 As Almighty Allah says in the Quran: 
“You who believe, give from what We have provided for you, before the Day comes when there is no bargaining, no 
friendship, and no intercession. It is the disbelievers who are wrong.” Surah Al-Baqarah 2:254. 
“Who will give God a good loan, which He will increase for him many times over? It is God who withholds and 
God who gives abundantly, and it is to Him that you will return.” Surah Al-Baqarah 2:245. 
“Spend in God’s cause: do not contribute to your destruction with your own hands, but do good, for God loves those 
who do good.” Surah Al-Baqarah 2:195. 
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“If the debtor is in difficulty, then delay things until matters become easier for him; still, 
if you were to write it off as an act of charity, that would be better for you, if only you 
knew.”340 
 
And, in the words of the Prophet (PBUH):  
“If anyone relieves a Muslim believer from one of the hardships of this worldly life, 
Allah will relieve him of one of the hardships of the Day of Resurrection. If anyone 
makes it easy for the one who is indebted to him (while finding it difficult to repay), 
Allah will make it easy for him in this worldly life and in the Hereafter, and if anyone 
conceals the faults of a Muslim, Allah will conceal his faults in this world and in the 
Hereafter. Allah helps His slave as long as he helps his brother.”341 
 
Another vital aspect of Ummah is that it serves to strengthen individuals in all 
capacities.342 Islamic principles advocate for the elimination of poverty and hardships in society 
so that individuals are able to enjoy a higher standard of living.343 In this respect, every Muslim 
                                                 
340 Quran, Surah Al-Baqarah 2:280. 
341 Reported by Muslim (Book 16, Hadith 1508), available at https://sunnah.com/bulugh/16. 
342 Abu Musa (May Allah be pleased with him) reported: 
Messenger of Allah (PBUH) said, “The relationship of the believer with another believer is like (the bricks of) a 
building, each strengthens the other.” He (PBUH) illustrated this by interlacing the fingers of both his hands. 
Reported by Al-Bukhari and Muslim (Book 1, Hadith 222), available at https://sunnah.com/riyadussaliheen/1/222. 
343 Almighty Allah says in the Quran: 
“Those who spend their wealth in God’s cause are like grains of corn that produce seven ears, each bearing a 
hundred grains. God gives multiple increase to whoever He wishes: He is limitless and all knowing.” Surah Al-
Baqarah 2:261. 
Adi bin Hatim (May Allah be pleased with him) reported: 
The Messenger of Allah (PBUH) said, “Guard yourselves against the Fire (of Hell) even if it be only with half a 
date-fruit (given in charity); and if you cannot afford even that, you should at least say a good word.” Reported by 
al-Bukhari and Muslim (Book 2, Hadith 13), available at https://sunnah.com/urn/1606840. 
On the authority of Abu Harayrah (may Allah be pleased with him) from the Prophet (PBUH), who said: 
Allah (mighty and sublime be He) said: “Spend (on charity), O son of Adam, and I shall spend on you.” Reported by 
al-Bukhari and Muslim (Hadith 11), available at https://sunnah.com/qudsi40. 
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businessman should seek to align his activities to achieve this noble objective by either creating 
employment opportunities or providing goods and services of benefit to society.344 The concept 
of brotherhood (ukhuwah fillah) in Islam calls on business organizations to be fair not only to 
people but also to the environment by taking necessary measures to ensure that environmental 
degradation is reduced.345 Businesses, especially those in the manufacturing industry, are 
encouraged to adopt CSR initiatives by refraining from the use of resources in ways that 
negatively impact the environment and society and by fostering enterprises that promote 
environmental preservation.346 Therefore, businesses in Muslim communities are encouraged to 
be at the forefront in regard to motiving individuals to remain conscious of their social 
responsibilities.  
Lastly, Ummah requires Muslims to give a certain percentage of their wealth as given to 
them by Allah (Almighty) to those in need as an act of charity.347 Guided by this noble call, 
Muslims have developed a vibrant and benevolent culture whereby they highly value initiatives 
geared to supporting others, especially needy members of society. Through their CSR initiatives, 
companies have developed and enforced a culture of philanthropy by providing mainly financial 
support and helping youth through social investment initiatives, thereby giving rise to a brighter 
                                                 
344 Gibson, supra note 338. 
345 Narrated Anas bin Malik: 
The Messenger of Allah (PBUH) said, “There is none amongst the Muslims who plants a tree or sows seeds, and 
then a bird, or a person or an animal eats from it, but is regarded as a charitable gift for him.” Sahih al-Bukhari 
(Book 41, Hadith 1), available at https://sunnah.com/bukhari/41. 
Anas ibn Malik reported that the Prophet, may Allah bless him and grant him peace, said, “If the Final Hour comes 
while you have a palm-cutting in your hands and it is possible to plant it before the Hour comes, you should plant 
it.” (Book 27, Hadith 479), available at https://sunnah.com/adab/27. 
346 V. Ramadani et al., The Context of Islamic Entrepreneurship and Business: Concept, Principles and Perspectives. 
(3rd ed. Int’l Journal of Bus. & Globalization 2015), at 244–261. 
The Prophet (PBUH) said: “There should be neither harming (darar) nor reciprocating harm (dirar).” (40 Hadith 
Nawawi 32), available at https://sunnah.com/nawawi40/32. 
347 As Almighty Allah says in the Quran: 
“In order to cleanse and purify them [Prophet], accept a gift out of their property [to make amends] and pray for 
them—your prayer will be a comfort to them. God is all hearing, all knowing.” Surah Al-Tawbah 9:103. 
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future for the entire community and the country. As observed by various scholars, the intense 
spirit of brotherhood (ukhuwah fillah) among Muslims derives from the fact that Islam regards 
many aspects of life as communal, which, in turn, explains the benevolent culture of giving 
practiced by Muslims.348 Muslims all over the world are united as one community dedicated to 
pleasing Allah (Almighty) by acting according to His will because of the recognition that we all 
belong to Him. 
 
Islamic Ethics in Business Practice and CSR 
 
The Islamic code of ethics is primarily enshrined in the Quran and the Hadith, the latter 
of which includes some of the sayings and teachings of the Prophet Muhammad (PBUH). Abu 
Hurayra reported that the Messenger of Allah (PBUH) said, “I was sent to perfect good 
character.”349 
Sharia owes its origin to Muslim legislation developed over time to govern behavior in 
Muslim society.350 Islam treats anything that leads to an improvement in the well-being of the 
community as good and anything that has a negative impact on human welfare as evil and 
wicked.351 Islamic ethics stipulate that all followers should strictly and zealously guard all their 
                                                 
348 S. Weatherhead & A. Daiches, Key Issues to Consider in Therapy with Muslim Families (6th ed. Journal of 
Religion & Health 2015). 
349 Book 14, Hadith 273, available at https://sunnah.com/adab/14. 
350 Kermalli, supra note 157. 
351 (Parents)  
As Almighty Allah says in the Quran:  
“Your Lord has commanded that you should worship none but Him, and that you be kind to your parents. If either or 
both of them reach old age with you, say no word that shows impatience with them, and do not be harsh with them, 
but speak to them respectfully.” Surah Al-Isra 17:23.  
Abu Hurairah (May Allah be pleased with him) reported: a person came to Messenger of Allah (PBUH) and asked, 
“Who among people is most deserving of my fine treatment?” He (PBUH) said, “Your mother.” He again asked, 
‘‘Who next?” “Your mother,” the Prophet (PBUH) replied again. He asked, “Who next?” He (the Prophet (PBUH) 
said again, “Your mother.” He again asked, “Then who?” Thereupon he (PBUH) said, “Then your father.” 
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Reported by Al-Bukhari and Muslim, available at https://sunnah.com/riyadussaliheen/1/316. 
(Woman)  
Abu Hurairah (May Allah be pleased with him) reported: The Messenger of Allah (PBUH) said: “Take my advice 
with regard to women: Act kindly towards women.” Available at https://sunnah.com/riyadussaliheen/1/273. 
It was narrated from Ibn ’Abbas that: The Prophet (PBUH) said: “The best of you is the one who is best to his wife, 
and I am the best of you to my wives.” (Vol. 3, Book 9, Hadith 1977), available at https://sunnah.com/urn/1262960. 
(Community)  
Ibn ’Umar (May Allah be pleased with them) reported: Messenger of Allah (PBUH) said: “A Muslim is a brother of 
(another) Muslim, he neither wrongs him nor does hand him over to one who does him wrong. If anyone fulfills his 
brother’s needs, Allah will fulfill his needs; if one relieves a Muslim of his troubles, Allah will relieve his troubles 
on the Day of Resurrection; and if anyone covers up a Muslim (his sins), Allah will cover him up (his sins) on the 
Resurrection Day.” Reported by Al-Bukhari and Muslim, available at https://sunnah.com/riyadussaliheen/1/244. 
Abu Dharr and Mu’adh bin Jabal (May Allah be pleased with them) reported that: 
Messenger of Allah (PBUH) said: “Fear Allah wherever you are, do good deeds after doing bad ones, the former 
will wipe out the latter, and behave decently towards people.” Reported by At-Tirmidhi, available at 
https://sunnah.com/riyadussaliheen/1/61. 
Narrated by Anas (May Allah be pleased with him): Allah’s Messenger (PBUH) said, “Help your brother, whether 
he is an oppressor or he is an oppressed one. People asked, “O Allah’s Messenger (PBUH)! It is alright to help him 
if he is oppressed, but how should we help him if he is an oppressor?” The Prophet (PBUH) said, “By preventing 
him from oppressing others.” Sahih al-Bukhari (2444), available at https://sunnah.com/bukhari/46/5. 
Abdullah bin Salam (May Allah be pleased with him) reported: I heard the Messenger of Allah (PBUH) saying, “O 
people, exchange greetings of peace (i.e., say: As-Salamu ’Alaikum to one another), feed people, strengthen the ties 
of kinship, and be in prayer when others are asleep, you will enter Jannah in peace.” Reported by At-Tirmidhi (Book 
6, Hadith 5), available at https://sunnah.com/riyadussaliheen/6/5. 
(Elderly People) 
Abu Hurayra (May Allah be pleased with him) reported that the Prophet (PBUH) said: “Anyone who does not show 
mercy to our children nor acknowledge the right of our old people is not one of us.” Al-Adab Al-Mufrad (353), 
available at https://sunnah.com/adab/18. 
(Neighbor and Guest) 
Narrated by Abu Huraira (May Allah be pleased with him): Allah’s Messenger (PBUH) said: “Whoever believes in 
Allah and the Last Day should talk (speak) what is good or keep quiet, and whoever believes in Allah and the Last 
Day should not hurt (or insult) his neighbor; and whoever believes in Allah and the Last Day, should entertain his 
guest generously.” Sahih al-Bukhari (6475), available at https://sunnah.com/bukhari/81/64. 
Abu Hurairah reported: The Prophet (PBUH) said: “By Allah, he is not a believer! By Allah, he is not a believer! By 
Allah, he is not a believer.” It was asked, “Who is that, O Messenger of Allah?” He said, “One whose neighbor does 
not feel safe from his evil.” Reported by Al-Bukhari and Muslim, available at 
https://sunnah.com/riyadussaliheen/1/305. 
(Compassion)  
A’isha (may Allah be pleased with her) said, “I was on a camel that was somewhat intractable and I began to beat it. 
The Prophet, may Allah bless him and grant him peace, said, ‘You must be compassionate. Whenever there is 
compassion in something, it adorns it, and whenever it is removed from something it disgraces it.” Al-Adab Al-
Mufrad (475), available at https://sunnah.com/adab/26/14. 
(Humility)  
Iyad bin Himar (May Allah be pleased with him) reported: Messenger of Allah (PBUH) said, “Allah has revealed to 
me that you should humble yourselves to one another. One should neither hold himself above another nor transgress 
against another.” Reported by Muslim (Book 1, Hadith 602), available at https://sunnah.com/riyadussaliheen/1/602. 
(Widow, Poor and Orphan)  
Abu Hurayra (May Allah be pleased with him) reported that the Prophet (PBUH) said: “The person who strives on 
behalf of the widows and poor is like those who strive in the way of Allah and like those who fast in the day and 
pray at night.” Al-Adab Al-Mufrad (131).  
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words, intentions and actions in all spheres of their lives. A distinct feature of the Islamic ethical 
system is that it imbues every aspect of human life. However, in regard to any activity relating to 
business, Islam has a holistic and elaborate value-based system designed to determine and 
encourage the best ways to conduct business. The concepts of halal (lawful) and haram 
(unlawful) describe what is right and wrong, respectively, in relation to conducting business of 
all kinds in Islam.352 In this section, Islamic ethics in business practices and their influence on 
CSR are discussed. As Almighty Allah says in the Quran: 
“[T]hen when the prayer has ended, disperse in the land and seek out God’s bounty. 
Remember God often so that you may prosper.”353 
 
The Islamic religion can be described as a complete way of life, and this is because 
Muslims are devoted to the dictates of the Quran in every aspect of their lives. As such, there is 
no distinction between matters relating to worship and those relating to business activities. As 
already described, for Muslims, every action is to be undertaken in a way that pleases Allah 
(Almighty). Matters relating to ethics and moral codes are discussed at length with reference to 
the Quran and the Hadith. In fact, almost all matters can be resolved by referring to these books, 
especially to the Quran, whether the resolution is explicitly stated or needs to be inferred. 
                                                 
Umm Sa’id bint Murra al-Fihri related from her father that the Prophet (PBUH) said: “I and the guardian of an 
orphan will be in the Garden like these two.” (His two fingers). Al-Adab Al-Mufrad (133), available at 
https://sunnah.com/adab/7. 
352 S.A. Khan, King Faisal International Prize for Science and Medicine (5th ed. Current Sci. 2013), at 575. 
As Almighty Allah says in the Quran: 
“But those who take usury will rise up on the Day of Resurrection like someone tormented by Satan’s touch. That is 
because they say, ‘Trade and usury are the same, but God has allowed trade and forbidden usury. Whoever, on 
receiving God’s warning, stops taking usury may keep his past gains—God will be his judge—but whoever goes 
back to usury will be an inhabitant of the Fire, there to remain. God blights usury, but blesses charitable deeds with 
multiple increase: He does not love the ungrateful sinner.” Surah Al-Baqarah 2:275–276.  
353 Quran, Surah Al-Jumu’ah 62:10.  
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As noted previously, the Islamic religion has developed its own ethical system that 
pertains to conducting business according to the moral values postulated in the Quran.354 In this 
code of ethics, the general rules of business conduct are clearly spelled out. Lastly, it identifies 
legal and desirable forms of business enterprises and those that are not lawful according to 
Islam.355 Overall, business enterprises should be conducted in a way that is both effective and 
pleasing to the Creator by giving customers what they need. As Almighty Allah says in the 
Quran, “Honour your pledges: you will be questioned about your pledges.”356 
One of the primary ethical precepts included in Islamic business ethics is that every 
business transaction should be trustworthy and transparent.357 As articulated in the Quran and in 
teachings in the Hadith, business men and women should not put their interests before those of 
other stakeholders especially customers. As Almighty Allah says in the Quran: 
                                                 
354 As Almighty Allah says in the Quran: 
“… who follow the Messenger—the unlettered prophet they find described in the Torah that is with them, and in the 
Gospel—who commands them to do right and forbids them to do wrong, who makes good things lawful to them and 
bad things unlawful.” Surah Al-A’raf 7:157.  
355 Crane & Matten, supra note 336.  
As Almighty Allah says in the Quran: 
“You who believe, do not wrongfully consume each other’s wealth but trade by mutual consent. Do not kill each 
other, for God is merciful to you.” Surah An-Nisa 4:29. 
356 Quran, Surah Al-Isra 17:34.  
357 The Messenger of Allah (PBUH) said, “The trustworthy, honest Muslim merchant will be with the Prophets, the 
honest men, and martyrs on the Day of Resurrection.” Narrated by Ibn Maja (no, 2139) and others, available at 
https://whatisquran.com/691-the-excellence-of-an-honest-and-trustworthy-merchant.html. 
The Messenger of Allah (PBUH) said: “Both parties in a business transaction have a right to annul it so long as they 
have not separated; and if they tell the truth and make everything clear to each other (i.e., the seller and the buyer 
speak the truth, the seller with regard to what is purchased, and the buyer with regard to the money) they will be 
blessed in their transaction, but if they conceal anything and lie, the blessing on their transaction will be eliminated.” 
Reported by Al-Bukhari and Muslim, available at https://sunnah.com/riyadussaliheen/1/59. 
The Prophet (PBUH) observed: “There are three (types of) people to whom Allah will neither speak on the Day of 
Resurrection nor look at them nor purify them, and they will have a painful chastisement.” The Messenger of Allah 
(PBUH) repeated it three times. Abu Dharr (May Allah be pleased with him) remarked: “They are ruined. Who are 
they, O Messenger of Allah?” Upon this, the Messenger of Allah (PBUH) said, “One who lets down his lower 
garments (below his ankel) out of arrogance, one who boasts of his favours done to another; and who sells his goods 
by taking a false oath.” Reported by Muslim, available at https://sunnah.com/riyadussaliheen/18/78. 
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“Woe to those who give short measure, who demand of other people full measure for 
themselves, but give less than they should when it is they who weigh or measure for 
others.”358 
 
And, in the words of the Messenger of Allah (PBUH):  
“Whoever cancels the sale of a (regretful) Muslim, Allah will cancel his mistakes on the 
Day of Resurrection.”359 
“No one withholds goods till their price rises but a sinner.”360 
“He who takes up arms against us is none of us; and he who cheats us is none of us.”361 
“May Allah show mercy to a man who adopts a kind attitude when he sells, buys and 
demands for the repayment of loans.”362 
Businesses operating in an Islamic environment are encouraged to secure legitimate 
profits by operating according to the dictates of the Quran.363 From this code of ethics, principles 
relating to CSR can easily be deduced from the tenets of trustworthiness and transparency. For 
instance, for any business venture to be successful in the Muslim environment, it must pay 
                                                 
358 Quran, Surah Al-Mutaffifin 83:1–3.  
359 Ibn Majah (2199), available at https://abuaminaelias.com/dailyhadithonline/2018/05/21/hadith-on-sales-allah-
forgives-those-who-cancel-regretful-sales/. 
360 Sunan Abi Dawud (3447), available at https://sunnah.com/abudawud/24/32. 
361 Reported by Muslim. Also reported by Muslim: The Messenger of Allah (PBUH) happened to pass by a heap of 
corn. He thrust his hand in that (heap) and his fingers felt wetness. He said to the owner of that heap of corn, “What 
is this?” He replied: “O Messenger of Allah! These have been drenched by rainfall.” He remarked, “Why did you 
not place this (the drenched part of the heap) over the corn so that people might see it? He who deceives is not of 
us.” (Book 18, Hadith 69), available at https://sunnah.com/riyadussaliheen/18/69. 
362 Reported by Al-Bukhari (Book 12, Hadith 84), available at https://sunnah.com/riyadussaliheen/12/84. 
363 As Almighty Allah says in the Quran: 
“You who believe, do not wrongfully consume each other’s wealth but trade by mutual consent.” Surah An-Nisa 
4:29.  
“Do not consume your property wrongfully, nor use it to bribe judges, intending sinfully and knowingly to consume 
parts of other people’s property.” Surah Al-Baqarah 2:188.  
116 
 
attention to best business practices such as those touching on sustainability and social 
responsibility toward the environment, people, and even markets.364 Any organization operating 
under the Islamic code of ethics, therefore, must meet high standards in relation to CSR to be 
successful and earn the trust of the community. 
Another ethical consideration stipulated in Islamic business ethics is that of honoring the 
law and discharging business obligations in their entirety. As Almighty Allah says in the Quran: 
“You who believe, fulfil your obligations.”365 
 “O you who have believed, when you contract a debt for a specified term, write it down. 
And let a scribe write [it] between you in justice.”366 
 
And, in the words of the Messenger of Allah (PBUH):  
“Muslims are on (i.e., stick to) their conditions.”367 
 
Business operations should be set up with the clear intention of providing goods and 
services to society but not to profit by trading in products and services that are substandard. The 
issue of legitimate (halal) earning postulated in Islamic scripture and literature is explicit in this 
situation as well as in regard to those seeking to protect the interests of both buyers and sellers.368 
                                                 
364 S.N.H. Naqvi, Perspective on Morality and Human Well-Being: A Contribution to Islamic Economics, The 
Islamic Foundation (2016). 
365
 Quran, Surah Al-Ma’ida 5:1.  
366 Quran, Surah Al-Baqarah 2:282. 
367
 Sunan Abi Dawud (3594), available at https://sunnah.com/abudawud/25. 
368 As Almighty Allah says in the Quran: 
“Messengers, eat good things and do good deeds: I am well aware of what you do.” (Surah Al-Mu’minun 23:51).  
“You who believe, eat the good things We have provided for you and be grateful to God, if it is Him that you 
worship.” Surah Al-Baqarah 2:172.  
“People, eat what is good and lawful from the earth, and do not follow Satan’s footsteps, for he is your sworn 
enemy.” Surah Al-Baqarah 2:168.  
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As a result, sellers or businesspeople must be socially accountable in their business dealings if 
they are to conform to the stipulated laws and to fulfill their mandate from Allah (Almighty) in 
this world.369 Therefore, strict adherence to standards of ethical behavior in performing their 
business transactions is considered a part of the faith in itself. As Almighty Allah says in the 
Quran: 
“Give full measure when you measure, and weigh with accurate scales: that is better and 
fairer in the end.”370 
 
Lastly, the spirit of Islamic brotherhood is also enshrined in Islamic business ethics.371 
Here, the business community is encouraged to provide all employees with a clean and safe 
working environment. Further, it is the responsibility of business men and women to provide 
employees with all the resources and materials needed to accomplish their duties. Per Islamic 
                                                 
The Messenger of Allah (PBUH) said, “O people! Allah is Pure and, therefore, accepts only that which is pure. 
Allah has commanded the believers as He has commanded His Messengers by saying: ‘O Messengers! Eat of the 
good things, and do good deeds.’ (23:51) And He said: ‘O you who believe (in the Oneness of Allah—Islamic 
Monotheism)! Eat of the lawful things that We have provided you [...]’” (2:172). Then he (PBUH) made a mention 
of the person who travels for a long period of time, his hair are dishevelled and covered with dust. He lifts his hand 
towards the sky and thus makes the supplication: ‘My Lord! My Lord!’ But his food is unlawful, his drink is 
unlawful, his clothes are unlawful and his nourishment is unlawful, how can, then his supplication be accepted?” 
Reported by Muslim (Book 19, Hadith 44), available at https://sunnah.com/riyadussaliheen/19/44. 
369 Ramadani et al., supra note 346.  
370 Quran, Surah Al-Isra 17:35.  
371 As Almighty Allah says in the Quran: 
“The believers are brothers, so make peace between your two brothers.” Surah Al-Hujurat 49:10. 
“The believers, both men and women, support each other; they order what is right and forbid what is wrong.” Surah 
At-Tawbah 9:71. 
The Messenger of Allah (PBUH) said: “Do not envy one another; do not inflate prices by overbidding against one 
another; do not hate one another; do not harbour malice against one another; and do not enter into [a] commercial 
transaction when others have entered into that (transaction); but be you, O slaves of Allah, as brothers. A Muslim is 
the brother of another Muslim; he neither oppresses him nor does he look down upon him, nor does he humiliate 
him. Piety is here, (and he pointed to his chest three times). It is enough evil for a Muslim to hold his brother 
Muslim in contempt. All things of a Muslim are inviolable for his brother-in-faith: his blood, his property and his 
honour.” Reported by Muslim, available at https://sunnah.com/riyadussaliheen/1/235. 
The Prophet (PBUH) said: “No one of you becomes a true believer until he likes for his brother what he likes for 
himself.” Reported by Al-Bukhari and Muslim, available at https://sunnah.com/riyadussaliheen/1/183. 
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law, employers are also required to treat all their employees fairly by offering them competitive 
salaries and ensuring that all overtime is paid.372 In Islam, everyone is encouraged and persuaded 
to treat those with whom they interact as they would their close family. Overall, Islam 
commands Muslims to treat employees with respect and dignity.373 In the words of the Prophet 
(PBUH):  
“[Y]our brothers. And Allah has put them under your command. So whoever has a 
brother under his command should feed him of what he eats and dress him of what he 
wears. Do not ask them to do things beyond their capacity (power) and if you do so, then 
help them.”374 
 
It is clear that the principles of CSR have been in operation for a long time, as the issues 
of philanthropy, charity, giving back to society, and acting responsibly toward fellow men 
among topics related to CSR can be elaborated further.375 Islamic ethics, whether those pertinent 
to human conduct in business or in society in general can bring the believer closer to Allah 
(Almighty), benefit society, and engender greater business success. Thus, the believer will obtain 
happiness in this life and in the hereafter inshAllah.  
 
  
                                                 
372 The Prophet (PBUH) said, “Allah, the Exalted, says: ‘I will contend on the Day of Resurrection against three 
(types of) people: One who makes a covenant in My Name and then breaks it; one who sells a free man as a slave 
and devours his price; and one who hires a workman and having taken full work from him, does not pay him his 
wages.” Reported by Al- Bukhari, available at https://sunnah.com/riyadussaliheen/18/77. 
373 Crane & Matten, supra note 336. 
374 Sahih al-Bukhari (30), available at https://sunnah.com/bukhari/2/23. 
375 Naqvi, supra note 364.  
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Forms of CSR in Islamic Society 
 
Currently, the issue of CSR is a topic of debate worldwide. However, almost 90 percent 
of the studies published to date focus on describing CSR and why it is needed. But they have 
failed to link the role of religion in business to either the concept or the implementation of 
CSR.376 However, the issues and principles relating to CSR are articulated well in many Quran 
verses and Hadith teachings, which clearly show that religion has a prominent role to play in 
business and thus in CSR. From an Islamic perspective, multiple kinds of CSR have been 
practiced for a long time,377 as described next. 
 
Mandatory Forms of CSR in Islam 
Zakat (Almsgiving) 
The word “zakat” means both “purification” and “growth.”378 In practice, zakat, one of 
the Five Pillars of Islam, is an obligatory payment equivalent to 2.5 percent of an individual’s 
total earnings and wealth to be paid every year above a minimum amount known as nisāb.379 The 
                                                 
376 E.R. Pedersen, Modelling CSR: How Managers Understand the Responsibilities of Business toward Society (2nd 
ed. Journal of Bus. Ethics 2010), at 155–166. 
377 Naqvi, supra note 364. 
378 “One of the most important principles of Islam is that all things belong to God, and that wealth is therefore held 
by human beings in trust.” See https://www.saudiembassy.net/islam#Islam%20In%20The%20United%20States. 
As Almighty Allah says in the Quran: 
“Control of the heavens and earth and all that is between them belongs to God: He creates whatever He will. God 
has power over everything.” Surah Al-Ma’idah 5:17. 
“Control of the heavens and earth and everything in them belongs to God: He has power over all things.” Surah Al-
Ma’idah 5:120. 
Based on this principle, human beings will be asked about their wealth, and they will take nothing from this life 
except their good deeds. The Messenger of Allah (PBUH) said, “Man’s feet will not move on the Day of 
Resurrection before he is asked about his life, how did he consume it, his knowledge, what did he do with it, his 
wealth, how did he earn it and how did he dispose of it, and about his body, how did he wear it out.” Reported by 
At-Tirmidhi, available at https://sunnah.com/riyadussaliheen/1/407. 
379 The exceptions are obligations and family expenses. In Sharia law, niṣāb is the minimum net worth that obligates 
a Muslim to give zakat. Nisāb is calculated in different ways in accordance to the hadith that is required. 
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fees are collected with the primary purpose of helping those in need.380 The Quran identifies 
eight groups of people who should benefit from zakat, and it is not permissible to give zakat to 
anyone else. As Almighty Allah says in the Quran: 
“Alms are meant only for the poor, the needy, those who administer them, those whose 
hearts need winning over, to free slaves and help those in debt, for God’s cause, and for 
travellers in need. This is ordained by God; God is all knowing and wise.”381 
 
A list of those who are to benefit from zakat is as follows: 
• The poor (fuqara): Those who have nothing to satisfy their needs and are unable 
to obtain the basic necessities of life. 
• The needy (masakin): Those who are able to meet only some of their needs. 
(According to the Permanent Committee for Scholarly Research and Ifta, the 
difference between fuqara and masakin is that the former are people who have 
nothing to satisfy their needs such that they are unable to do so, whereas masakin 
are less needy than fuqara. However, other scholars focus on income and state 
that zakat (obligatory charity) should be given sufficient for an entire year. They 
should not be given more than that otherwise they are not to be considered Fuqara 
                                                 
380 Magda Ismail Mohsin, Potential of Zakat in Eliminating Riba and Eradicating Poverty in Muslim Countries (11th 
ed. EJBM-Special Issue: Islamic Mgmt. & Bus. 2013). In the Hadith, when the Prophet (PBUH) sent Mu ’adh to 
Yemen, he said to him, “You are going to a nation from the people of the Scripture, so let the first thing to which 
you will invite them, be the Tauhid of Allah. If they learn that, tell them that Allah has enjoined on them, five 
prayers to be offered in one day and one night. And if they pray, tell them that Allah has enjoined on them Zakat of 
their properties and it is to be taken from the rich among them and given to the poor. And if they agree to that, then 
take from them Zakat but avoid the best property of the people.” Sahih al-Bukhari, (vol. 1, book 93, Hadith 469), 
available at https://sunnah.com/bukhari/97. 
381 Quran, Surah Al-Tawbah 9:60. 
121 
 
or Masakin. Further, needs vary according to the environments in different towns 
and villages.)382  
• Collectors: Those whose duty it is to collect zakat. However, their role as tax 
collectors is not applicable in the contemporary Muslim business world.  
• Others: Among those to whom zakat can be given are travelers, those engaged in 
a cause for Allah (Almighty) or engaged in a jihad or military struggle, debtors, 
those working to liberate slaves, and those whose hearts have been reconciled to 
Islam.383 
 
Based on this list of those who are to benefit from zakat, it is clear that these payments 
are designed to directly benefit the most needy people in a community. As such, the collection 
and distribution of zakat can be seen as a way of alleviating and reducing poverty in the 
community. In a number of studies, businesses in Muslim society, particularly in the banking 
sector, have been shown to raise funds through Zakat to facilitate their CSR initiatives.384 
Therefore, zakat in its own light can certainly be described as one of the earliest CSR programs. 
Recommended Forms of CSR in Islam 
Sadaqah (Voluntary Charity) 
“Sadaqah” comes from the root word “sidq” (sincerity), which means a sign of sincere 
faith. Sadaqah is the worship of Allah by giving charity voluntarily.385 Zakat and sadaqah are 
                                                 
382 The Permanent Committee for Scholarly Research and Ifta, supra note 268, (Fatwa no. 5523), available at 
http://www.alifta.net/fatawa/fatawaDetails.aspx?languagename=en&View=Page&PageID=3428&PageNo=1&Book
ID=7. 
383 Mohsin, supra note 380. 
384 M. Obserseder, B.B. Schlegelmilch & P.E. Murphy, CSR Practices and Consumer Perceptions (10th ed. Journal 
of Bus. Research 2013). It is important to note that zakat must be given to the people mentioned in the verse (Surah 
Al-Tawbah 9:60) and it is not permissible to give zakat to anyone else. 
385 See Islam Q&A, supra note 193, available at https://islamqa.info/en/9449. 
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both considered forms of charity. The Arabic word “sadaqah” may refer to obligatory zakat. 
However, zakat is an obligatory charity, which is one of the Five Pillars of Islam.386 The main 
difference between zakat and sadaqah is that whereas certain conditions are required for zakat, 
sadaqah is an entirely voluntary act of charity that can be given to anyone.387 Further, sadaqah 
has a wider meaning whereby it can be rendered by tangible property and money, by good deeds, 
and even by good thoughts. This statement coincides with a Hadith narrated by Al-Bukhari, 
which posits that any good and righteous action taken in relation to another person can be 
considered a form of sadaqah.388 In the words of the Prophet Mohammad (PBUH): 
“Every Muslim has to give in sadaqah (charity).” The people asked, “O Allah’s 
Messenger (PBUH)! If someone has nothing to give, what will he do?” He said, “He 
should work with his hands and benefit himself and also give in charity (from what he 
earns).” The people further asked, “If he cannot do even that?” He replied, “Then he 
should help the needy who appeal for help.” Then the people asked, “If he cannot do 
that?” He replied, “Then he should perform all that is good and keep away from all that is 
evil and this will be regarded as charitable deeds.”389 
 
                                                 
386 See DifferenceBetween.net, Difference Between Zakat and Sadaqah, available at 
http://www.differencebetween.net/miscellaneous/difference-between-zakat-and-sadaqah/. 
387 In Islam, it is preferable to give voluntary charity (sadaqah) in secret. It prevents the giver from being proud or 
seeking praise and preserves the dignity of those who receive the charity.  
As Almighty Allah says in the Quran: 
“If you give charity openly, it is good, but if you keep it secret and give to the needy in private, that is better for you, 
and it will atone for some of your bad deeds: God is well aware of all that you do.” Surah Al-Baqarah 2:271.  
Abu Hurairah narrated that The Messenger of Allah (PBUH) said: 
“Seven people will be shaded by Allah under His shade on the day when there will be no shade except His ...” He 
mentioned the rest of the hadith, which says, “and a man who gives charity so secretly that his left hand does not 
know what his right hand has given.” (i.e., nobody knows how much he has given in charity). Book 4, Hadith 652, 
available https://sunnah.com/urn/2058290. 
388 S.N.N Htay et al., Integrating Zakat, Waqf and Sadaqah: Myint Myat Phu Zin Clinic Model in Myanmar (2nd ed. 
Tazkia Islamic Fin. & Bus. Review 2014). 
389 Reported by Bukhari, Vol. 2, Hadith 524, available at http://www.gowister.com/sahihbukhari-2-524.html. 
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“Your smiling in the face of your brother is charity, commanding good and forbidding 
evil is charity, your giving directions to a man lost in the land is charity for you. Your 
seeing for a man with bad sight is a charity for you, your removal of a rock, a thorn or a 
bone from the road is charity for you. Your pouring what remains from your bucket into 
the bucket of your brother is charity for you.”390 
“Every good deed is charity.”391 
 
From the viewpoint of the Hadith, sadaqah should not only be dedicated to supporting the 
needy and poor but can also be given as assistance to improve their businesses and their lives. 
From the above description, it is clear that sadaqah is meant to create a healthy society, which 
aligns with CSR principles that aim to improve the lives of all.392  
 
Waqf (Charitable Endowment)  
Waqf is highly recommended (mustahab) in Islam. A waqf is “an endowment of one’s 
original property that he has set aside whilst having the intention that its fruitions will be donated 
to benefit Muslims; thereby seeking nearness to Allah.”393 The following Hadith describes a 
waqf and the need for it: 
Umar bin Khattab acquired some land at Khaibar, and he came to the Prophet (PBUH) 
and consulted him. He said: “O Messenger of Allah (PBUH), I have been given some 
                                                 
390 Jami ’at-Tirmidhi, Vol. 4, Book 1, Hadith 1956, available at https://sunnah.com/urn/720780. 
391 Sahih Muslim (1005), available at https://abuaminaelias.com/every-good-deed-is-charity-in-islam/. 
392 Htay et al., supra note 388.  
393 “Original property refers to a property whose benefits may be derived while its essence remains, such as donating 
a building to be used as a mosque, renting a house and spending its rent on the needy, using it to print Islamic books, 
etc. The benefits refer to its yield, such as crops, rent, provision of shelter, etc. that comes from the original 




wealth at Khaibar and I have never been given any wealth that is more precious to me 
than it. What do you command me to do with it?” He said: “If you wish, you can make it 
an endowment and give (its produce) in charity.” So Umar gave it on the basis that it 
would not be sold, given away or inherited, and (its produce) was to be given to the poor, 
to relatives, for freeing slaves, in the cause of Allah, to wayfarers and to guests; and there 
was nothing wrong if a person appointed to be in charge of it consumed from it on a 
reasonable basis or feeding a friend, without accumulating it for himself.394 
 
According to Islamic law, waqf must be permanently dedicated for the purpose for which 
it is donated. 395 Waqf is an ongoing charity (Sadaqah Jariyah) that will bring a person rewards 
even after death.396 The primary purpose of giving waqf is to support projects initiated at the 
Muslim community level. Like CSR, waqf is mainly concerned with improving the standard of 
living by creating a long-term pool of capital to generate sustainable income on a permanent 
basis.397 Further, waqf contributes to the reduction of poverty in the community. Therefore, waqf 
can also be understood as a form of CSR in Islam. 
                                                 
394 Narrated by Ibn Umar, (Hadith No: 2397), available at 
http://ahadith.co.uk/chapter.php?cid=174&page=1&rows=50. 
395 B. Maali, P. Casson & C. Napier, Social Reporting by Islamic Banks (2nd ed. Abacus 2006), at 266–289.  
“It is obligatory to act in accordance to the wishes of the one who set up the Waqf, so long as it does not go against 
the Shari’ah (Islamic Law). This is because the Prophet (PBUH) said, ‘The Muslims are bound by their conditions, 
except for conditions which make the unlawful things lawful or the lawful things forbidden.’” [Al-Bukhari]  
Also, because “Umar (may Allah be pleased with him) set up a Waqf and stipulated certain conditions. If it had not 
been obligatory to adhere to the conditions, there would have been no point in stipulating them. If a person does not 
stipulate any condition, then the rich and poor, male and female, should be treated equally when given the benefits 
of the Waqf.” See Enlightenment into Islam Center, supra note 393. 
396 Abu Hurairah (May Allah be pleased with him) reported: 
The Messenger of Allah (PBUH) said, “When a man dies, his deeds come to an end except for three things: Sadaqah 
Jariyah (ceaseless charity); a knowledge which is beneficial, or a virtuous descendant who prays for him (for the 
deceased).” Reported by Muslim (Book 13, Hadith 8), available at https://sunnah.com/riyadussaliheen/13/8. 
397 Htay et al., supra note 388. 
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Qard Al-Hassan (Interest-Free Loan) 
Qard al-hassan refers to an interest-free loan, also known as a “beautiful loan” or 
“benevolent loan.” Loans free of interest are offered with the express intention of helping the 
poor. 398 The concept of a loan without interest originates from the Quran wherein the borrower 
is described as God himself rather than as a simply a person who needs to borrow money. As 
Almighty Allah says in the Quran: 
“Who will make God a good loan? He will double it for him and reward him 
generously.”399 
 “[K]eep up the prayer, pay the prescribed alms, and make God a good loan.”400 
 “Who will give God a good loan, which He will increase for him many times over? It is 
God who withholds and God who gives abundantly, and it is to Him that you will 
return.”401 
 
Credit without interest supports the intense spirit of brotherhood in Islam given that 
borrowers are solely responsible for the amount borrowed. In the words of the Prophet 
Mohammad (PBUH): 
“A Muslim is a brother of (another) Muslim, he neither wrongs him nor does hand him 
over to one who does him wrong. If anyone fulfills his brother’s needs, Allah will fulfill 
his needs; if one relieves a Muslim of his troubles, Allah will relieve his troubles on the 
                                                 
398 Maali, Casson & Napier, supra note 395. 
399 Quran, Surah Al-Hadid 57:11. 
400 Quran, Surah Al-Muzzammil 73:20. 
401 Quran, Surah Al-Baqarah 2:245. 
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Day of Resurrection; and if anyone covers up a Muslim (his sins), Allah will cover him 
up (his sins) on the Resurrection Day.”402 
 
Loans offered without interest can be said to be a form of CSR, as the concept includes a 
focus on bridging the gap between the rich and the poor and more importantly advocates for a 
fairer distribution of a nation’s wealth.403 Therefore, interest-free loans in an Islamic economy 





Since its implementation, Islamic finance has gained immense popularity globally, fueled 
in part by a windfall from rising oil prices and a return to strict compliance with the Quranic 
interpretation. One example of this assimilation is found in the US: Devon Bank has transformed 
itself into a specialist in no-interest Islamic financing. Consequently, Islamic funding now 
accounts for more than 75% of the bank’s mortgage portfolio, and Devon has made mortgages 
compliant with Islam’s Sharia law in 36 U.S. states.404 While responding to consumer demand, 
Devon Bank realized that interest-free banking is an innovative solution.  
However, there is much more to the Islamic finance system (IFS) than the provision of 
interest-free loans. Certainly, the prohibition of interest is at its core. Yet, the practice has 
numerous other aspects, all of which are supported by principles of Islamic teachings advocating 
                                                 
402 Al-Bukhari and Muslim, (Book 1, Hadith 244), available at https://sunnah.com/riyadussaliheen/1/244. 
403 L. Saqib et al., Local Agricultural Financing and Islamic Banks: Is Qard-al-Hassan a Possible Solution? (1st ed. 
Journal of Islamic Accounting & Bus. Research 2015), at 122–147. 
404 Abdullah Saeed, Islamic Banking and Interest (BRILL 1996). 
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individuals’ rights and duties, property rights, the equitable distribution of wealth, risk-sharing, 
the importance of fulfilling obligations, and the sanctity of contracts. As stated, the IFS is not 
limited to banking. Instead, it also includes insurance, capital formation, capital markets, and all 
types of financial intermediation. In the IFS framework, the use of moral and ethical aspects is 
required alongside the implementation of prudent and sound controls. Whereas conventional 
financial systems focus primarily on the economic and financial aspects of transactions, the IFS 
places equal emphasis on their ethical, moral, social, and religious dimensions in the interest of 
advancing equality and fairness for the collective good of society. The system can be fully 
appreciated only when understood in the context of Islam’s teachings pertaining to work ethic, 
wealth distribution, social and economic justice, and the role of the state. 
Islamic economics, also known as Islamic commercial jurisprudence, or fiqh al-
mu’amalat, describes the rules concerning transacting, finance, and other economic activity in 
regard to compliance with Sharia. In other words, these terms refer to banking in conformance 
with Islamic scriptures. Historically, Fiqh al-mu’amalat has determined whether an action is 
required (Wajeb or Fardh), prohibited (Haram), encouraged (Mandoob), discouraged (Makrooh), 
or permissible (Mubah) according to the Quran and the religious practices established by the 
Sunnah.405 These practices apply to a range of issues such as property, money, employment, and 
taxes. In actuality, Muslims’ entire existence is defined by religious mandate. In contrast, the 
social science concerning economics deals with how best to achieve specific policy goals, such 
as full employment, stability, economic growth, improved productivity, and greater equity 
according to Western philosophy. The Islamic and Western approaches as described might be 
expected to be in opposition. Yet, instead, they correlate. During the mid-twentieth century, 
                                                 
405 These are the five (Ahkam) in Sharia. Hukm in Sharia is the command of Allah and his Messenger (PBUH) 
addressed specifically to the actions, deeds, or behaviors of people who are capable of performing these commands. 
128 
 
campaigns were created with the intention of promoting specifically Islamic patterns of 
economic thought and behavior. By the 1970s, “Islamic economics” had gained recognition as an 
academic discipline at a number of colleges throughout the globe. Its attributes were often 
summarized as the “behavioral norms and moral foundations” derived from the Quran and the 
Sunnah, which concerned a collection of Zakat and a prohibition on charging interest on loans. 
Islamic financial assets rose globally to $1.3 trillion in 2012, which represents a 
considerable increase over the corresponding figure for 2007. This apparent expansion is rooted 
in consumer demand for products that comply with religious mandates. According to Islam, 
Islamic financial institutions are not permitted to collect or pay interest. Further, Islamic 
investments cannot be associated with alcohol, pork, gambling, pornography, or any other 
Muslim prohibition. Islamic finance has surged in recent decades by introducing products that 
mimic credit cards, savings accounts, and mortgages while avoiding interest. Islamic banks are 
proliferating in countries from Malaysia to Morocco, and even international lenders such as 
HSBC, Crédit Agricole, and Standard Chartered have developed Islamic banking divisions.406 
The growing pool of Sharia-compliant assets has also fueled demand for Islamic bonds, or 
“sukuks,” issued by corporations and governments.  
 
Connection between Globalization, Social Responsibility, and Islamic Finance 
 
Globalization—the process of international integration arising from the exchange of 
world views, products, ideas, and culture—defines the current age. In its wake, governments 
worldwide have lost both power and influence, while multinational companies have gained in 
                                                 
406 Saeed, supra note 404. 
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these regards. This development has led to an increased focus on the kinds of responsibilities 
companies should be expected to fulfill in a global society. The process of globalization has 
resulted in a unique phenomenon whereby borders and boundaries have almost disappeared. As a 
result, ideas and information have permeated throughout society. This phenomenon has had a 
direct effect on industry worldwide, including on the Islamic finance system (IFS). On the one 
hand, significant concerns have been raised regarding the material aspects of Islamic finance, 
such as financial growth and product development. On the other hand, it is observable that ethics 
constitute a core principle of Islamic financial institutions (IFIs). Unlike the Western concept of 
corporate governance, which is based on Western business ethics derived from secular 
humanism, corporate governance in IFIs is founded on the epistemological aspect of Sharia law 
and ethics.407  
One challenge faced by the IFS is that Islamic banks must find a balance between earning 
and spending to achieve their target of improving society while increasing profits.408 Another 
challenge is that Islamic law, like the law of many other religions and governments, is often 
subject to interpretation. This can make it difficult to conduct business effectively, as not all 
Muslims agree with IFS practices. In 2011, Goldman Sachs announced a $2 billion sukuk 
(Islamic bonds) deal that was widely debated by Islamic scholars.409 Some blessed the proposed 
deal, whereas others objected to the move. Currently, scholars continue to debate the legitimacy 
of current banking practices.  
Determining the terms that render a transaction Sharia-compliant has been tricky. To 
circumvent potential issues, both HSBC and Citigroup have employed Sharia advisory boards 
                                                 
407 S. Mohd-Nor, Exploring CSR and Sustainable Development Practices of Islamic Banks in Malaysia (2012). 
408 A.M. Dukheil, The Banking System and Its Performance in Saudi Arabia (Al Saqi 1995). 
409 N.J. Adam & A.S. Thomas, Islamic Bonds (Euromoney Books 2004). 
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made up of well-credentialed Islamic scholars.410 In contrast, Devon Bank, which has assets of 
approximately $250 million, leans on opinions from the Sharia Supervisory Board of America.411 
Kuala Lumpur has emerged as a global Islamic financial capital due in part to tax breaks that 
encourage Islamic banking. However, both Singapore and Hong Kong are striving to compete 
with and surpass Kuala Lumpar. According to John Tsang, Hong Kong’s financial secretary: 
“If Hong Kong truly wants to be a major international financial center, not just 
in the region, but globally, then Islamic finance must be amongst our portfolio 
of products and services.”412 
 
All Islamic banks must have a Sharia Supervisory Board whose primary role is to ensure 
that any new formulations and modalities are in line with Sharia principles and within the ambit 
of Islamic norms. Sharia Supervisory Boards are customarily composed of eminent scholars 
located in the area. Though employed by the bank management, these scholars are independent 
contractors who have the authority to sanction or reject any proposals made by the bank in light 
of Islamic law. These boards are required to confirm the discharge of their function by creating a 
Sharia report, which is included in the given bank’s annual report. The Sharia reports provide the 
bank’s stakeholders with information as to whether or not the bank has complied with Sharia in 
all its dealings, and in instances of noncompliance, discloses the nature of the noncompliance 
and the circumstances surrounding and the reasons for it, as well as a description of the steps 
taken to ensure that further instances do not occur in the future. 
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From their earliest days, Islamic banks have been based on social initiatives needed to 
achieve social goals. Since their advent, Islamic finance has become very popular. Observing the 
demand, corporations have finally come to understand that the practice is not going away 
anytime soon. One-fifth of the planet’s population is Muslim, such that Islamic economics has 
taken a firm hold on the banking world. Today, one of the primary objectives of Islamic banks is 
that of alleviating poverty to benefit a broad community. Therefore, this notion of socially 




“Riba” is an Arabic word that literally means an addition or increment.413 According to 
Islamic Fiqh (Islamic jurisprudence), the term has a unique definition. The word can be roughly 
translated as “usury,” or unjust, exploitive gains made within a trade or business.414 For Muslims, 
riba is an unjustifiable profit made from borrowing or lending money, paid in kind or in money 
above the amount of a loan, as a conditional agreement upheld by the lender or voluntarily by the 
borrower. Riba defined in this way is referred to in fiqh as Riba al-Duyun (debt usury). At its 
foundation, riba refers to an unjustifiable increment gained by the seller or the buyer by 
exchanging goods of the same kind in different quantities. Riba is condemned in several verses 
in the Quran. As Almighty Allah says: 
“You who believe, do not consume usurious interest, doubled and redoubled. Be mindful 
of God so that you may prosper—.”415 
                                                 
413 Saeed, supra note 404. 
414 Id. 
415 Quran, Surah Ali ’Imran 3:130. 
132 
 
“But those who take usury will rise up on the Day of Resurrection like someone 
tormented by Satan’s touch. That is because they say, ‘Trade and usury are the 
same, but God has allowed trade and forbidden usury.’ Whoever, on receiving 
God’s warning, stops taking usury may keep his past gains—God will be his 
judge—but whoever goes back to usury will be an inhabitant of the Fire, there to 
remain. God blights usury, but blesses charitable deeds with multiple increase: 
He does not love the ungrateful sinner.”416 
“[F]or taking usury when they had been forbidden to do so; and for wrongfully devouring 
other people’s property. For those of them that reject the truth we have prepared an 
agonizing torment.”417 
 
The rejection of riba is mentioned many times in the Hadith. The Prophet (PBUH) 
expressed his disapproval of the practice on many occasions. He warned his followers that barter 
exchange of commodities of the same kind would promote the acceptance of riba.418 The Prophet 
(PBUH) advised all traders to use money to exchange goods to avoid this possibility. In the 
Prophet Muhammad’s (PBUH) farewell sermon, he is reported to have said: 
“[A]ll usury is abolished, but your capital belongs to you. Wrong not and you 
shall not be wronged. God has decreed that there will be no usury, and the usury 
of Abbas b. Abd al-Muttalib is abolished, all of it.” 419  
 
                                                 
416 Quran, Surah Al-Baqarah 2:275–2:276. 
417 Quran, Surah An-Nisa 4:161. 
418 Saeed, supra note 404. 
419 Last Sermon of the Prophet Muhammad (PBUH) given on 10 of Dhu al-Hijjah, 10 Hijri, mentioned in all books 
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It is evident that riba transactions differ from those of trade. The Quran states that it is the 
Will of Allah (Almighty) to prohibit riba irrespective of any reasons that may be given for its 
support. The prohibition of riba in the Quran is strict and decisive. The Sunnah explains different 
forms of riba and puts more emphasis on its prohibition. When riba-free banking was introduced 
to the modern world, numerous multinational banks initially refused to participate.420 Since that 
time, multiple Western banks have incorporated the practice because they have come to 




Several American organizations with international connections have issued sukuks, 
which are financial certificates usually treated as the Islamic equivalent of bonds.421 As they 
represent undivided shares in the ownership of assets, usufruct, projects, and services, sukuks 
(Islamic bonds) are distinguished from conventional bond instruments.422 Additionally, sukuks 
represent a partnership between the issuer and the investor. On the other hand, a bond signifies a 
debt obligation. As fixed-income, interest-bearing bonds are not permissible in Islam, sukuk 
securities are structured to comply with Islamic law and its investment principles, which prohibit 
the charging of and/or the paying of interest.423 Similar to traditional bonds, which pay a fixed 
amount of interest over the life of the bond, a sukuk may also pay a fixed rate to the holder. 
However, this payment is not referred to as interest, and the money does not come from the 
lending itself, but rather from the sale or leasing of certain tangible assets, such as property, oil 
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profits, or viable assets.424 Like traditional bonds, sukuks have a maturity date and a specific rate 
of return, the latter of which can be fixed or floating.425  
Sukuks in full compliance with Islamic law are unable to guarantee repayment of the 
principal or the performance of the initial investment, as the shares of profit depend on whatever 
returns are garnered from the assets backing the bond. Surprisingly, the General Electric Capital 
Corporation offers an example of a sukuk. In 2009, the company issued $500 million in sukuks 
with five-year maturity dates.426 Buyers responded, in part, because the multinational 
organization offered to pay 1.75% more than comparable Treasury bonds were paying at the 
time. Currently, Malaysia and Saudi Arabia dominate the sukuk market, but in 2013 the Prime 
Minister of the United Kingdom announced that his country would issue a $327 million sukuk. 
Given that companies and organizations have observed the potential of Islamic finance in global 
markets, they have adopted the practice. Globally, sukuks are very popular. Islamic bonds worth 
nearly $33 billion were issued in 2013.427 This number represented a dramatic increase from the 
figure of $5.5 billion in 2001. Islamic bonds are similar to Islamic mortgages. For instance, the 
German state of Saxony-Anhalt, which issued its first Islamic bond in 2004, sold government 
property to bond investors and then leased it back from them. Technically, investors earn money 
from the rent, rather than from interest. 
Sukuks are extremely valuable. In fact, they have proven to be an essential form of 
economic mobility between surplus fund units and deficit fund units. Sukuks stabilize financial 
institutions by providing them with an improved portfolio, liquidity, and risk management 
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tools.428 Sukuks function as a direct intermediation route for productive financing by mobilizing 
funds from surplus fund units to deficit fund units. Consequently, individuals, companies, and 
multinational organizations are granted access to a larger pool of investable funds than could be 
generated internally. 
Governments require significant investments in infrastructure through external sources of 
financing because domestic capital markets are often insufficient to satisfy investment needs. 
One example is found in Malaysia, where a great deal of money is needed for the development of 
infrastructure.429 In this context, a sukuk is an attractive proposition because it can provide 
access to much-needed funds. In 2011, 89% of all securities issued in the central market and the 
ACE market were sukuks.430 Moreover, approximately 90% of Malaysian securities for 
financing industrial products, construction, technology, physical plant, and consumer product 
sectors are sukuks, whereas 80 to 89% of Malaysia’s securities for trade and services and real 
estate sectors are sukuks. 
Up to the present day, sukuks have been a viable source of financing for economic and 
social development. Consequently, some states consider sukuks to be necessary to meet financial 
obligations. However, it is important to be aware that sukuks are not without risk. A sukuk 
exposes its users to various default risks related to repurchase undertaking, service default, 
coupon payment, bankruptcy, settlement, and liquidity.431 In fact, the number of defaults on 
sukuks has increased in Malaysia. This is a significant issue in the current marketplace because it 
is closely related to credit risk, which could eventually become the catalyst for financial distress 
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at a micro-level, by, for example, giving rise to a structural increase in the number of 
bankruptcies and to a decline in the value of products.432  
As stated, the IFS is not limited to banking. It also includes insurance, capital formation, 
capital markets, and various types of financial intermediation. In regard to the concept of equity, 
for Islam, it is Allah (Almighty) Who has absolute ownership of everything in existence and in 
His infinite wisdom He allocates resources to people in varying degrees. Another foundational 
tenet is that money, in and of itself, does not have value. Instead, value must be found in the use 
to which the money is put. Consequently, the two most common modes of financing governed by 
this principle currently in use by Islamic banks are Mudaraba and MuSharaka.433 Mudaraba is 
basically an agreement between an investor or capital provider and an agent whereby the investor 
invests the funds needed to finance a project.434 The profit is shared between the two parties 
based on a predetermined ratio, with all losses borne by the investor. Free service principles 
reflect the social role that Islamic banks are expected to play as described in detail in Sharia. As 
an alternative to Mudaraba, MuSharaka is an equity participation contract whereby the bank and 
its clients contribute the necessary funds to engage in agreed-on projects.435 Through this 
measure, profits and losses are usually distributed based on the proportion of funds contributed. 
It is in effect a partnership wherein both parties share in any profits as well as in any losses that 
accrue. These two principles promote risk-sharing between the banks. The practice is confirmed 
as legal according to Islam based on a consensus of Muslim scholars, as they believe that both 
processes conform with Islamic objectives in form and spirit. 
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Unfortunately, numerous Islamic banks focus primarily on obtaining fees from customers 
based on these principles—aligning their practices with the form rather than with the spirit of 
Sharia. As a result of the practice, they most strongly resemble the conventional mode of 
charging interest. Murabaha, classified as fees or a charge-based principle on debt-based 
transactions, is used frequently. The practice of Murabaha involves a bank purchasing goods 
required by a customer and then reselling the goods to that customer at a predetermined profit. 
The customer agrees to pay for the goods over a given period in installments. To be observed as 
in line with Islamic principles, the bank must have actual ownership of the good prior to reselling 
it to the client. This practice closely resembles conventional interest-based financing whereby the 
bank does not take actual ownership of the good in question, but rather advances money to the 
client who then uses it to purchase the good. The client then pays the money back within an 
agreed timeframe with an added amount that the Islamic banks refer to as profit but which is, in 
reality, “back door” interest. This fact confirms why so many scholars refer to the debt-based 
principles as weakly Islamic, as clearly the actual practice is Islamic in form but not in spirit. 
This principle is manifested primarily through the provision of interest-free loans, known as qard 




Islamic banks are expected to disclose information pertinent to accountability and justice 
not only to society but also to the Creator.437 It is evident that Islamic banks have a lot of work to 
do before they can be considered truly Islamic in practice and in spirit. Aligning their activities 
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and priorities with Islamic principles must surely be their first step in moving closer to the 
requirements of Islam. In fact, doing so is essential if the IFIs are to gain credibility and 
reputation in the society in which they operate. Perhaps an even more important implication for 
Islamic banks is their accountability to the Creator in regard to their claims that they operate 
under the precepts of Sharia—claims that as we have seen do not reflect the reality of their 
actions.438 
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Give a man a fish; you have fed him for today. Teach a man to fish; and you have fed 
him for a lifetime. 
 
Islam is a comprehensive belief system that encompasses every aspect of human life. The 
word “Allah” is the Arabic name for God. It means “The One who deserves all worship.”439 
Sharia, or the Islamic Law, is the foundation for each believer’s cultural, social, and behavioral 
identity. This relationship with Islam also extends to human and financial relationships.  
Unlike the prevailing global economic system, the Islamic financial system should 
operate by religious tenets. The Quran provides implicit and explicit statements regarding the 
usage of money, and both the Quran and the Sunnah teach that money itself holds no intrinsic 
value but is, instead, merely a medium of exchange. In banking and finance, scholars of Islamic 
economics believe that interest rates are fundamentally unlawful. In their view, modern financial 
system models are deviant and if not failing already are destined to do so. Admittedly, the 
current model is profitable because of the interest charged. However, per Islamic principles, the 
primary purpose of banking and financial institutions is to provide for the welfare of society—
and to do so without the use of interest rates.  
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Saudi Arabia: An Overview 
 
Saudi Arabia is recognized as a highly networked society with most of its companies 
practicing CSR. Their strengths are drawn from the Kingdom’s socio-cultural context and its 
underlying Islamic laws and values. The practice of CSR in Saudi Arabia appears to derive from 
long cultural traditions of philanthropy that are less opposed to the country’s economic strategic 
framework than is the case in the Western world. Values pertaining to responsible financial 
transactions and how to treat brother Muslims according to Islam are ingrained in Islamic 
business. In fact, CSR has been profoundly influenced by Islam in the Gulf Cooperation Council 
(GCC) countries.440 As an Islamic concept, charity (zakat) is considered mandatory according to 
Islam.441 On this basis, Muslims are encouraged to provide for the less privileged in the 
community including those who are destitute. Saudi banks are, therefore, expected to create CSR 
initiatives that incorporate these values in order to serve society at large. In the commercial 
sector, every organization is accountable for implementing socially responsible activities, which 
require a balance between serving economic, environmental, and societal objectives. 
 
Brief History 
Saudi Arabia is one of the largest economies in the Gulf region in terms of its GDP and 
trade and financial system. Given that the Kingdom is home to the holy cities, Mecca and 
Medina, it holds a unique position in the Muslim world. Moreover, the nation’s modern 
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infrastructure and ongoing structural reforms are paving the way to create both a stronger private 
sector and an even more economically stable future for the country.442  
Saudi Arabia is a country with a rich history. As home to the holy lands, the Kingdom 
has long been established as a leader among Islamic countries. In terms of its long distant 
beginnings, Saudi Arabia’s roots go back to the earliest civilizations of the Arabian Peninsula—
the birthplace of the Islamic religion and an ancient trade center.  
Given this background, the teachings of Islam have always greatly influenced the actions 
of Saudi leaders. In 1740, the reformer (mujaddid) Shaikh-ul-Islam Muhammad bin Abdul 
Wahhab entered into an agreement with Imam Muhammad bin Saud, ruler of Diriyah town in 
Najd.443 The two leaders agreed to dedicate themselves to restoring the pure teachings of Islam 
(Tawhid, the Oneness of Allah) by adhering to the teaching of the Quran and following the 
Sunnah of the Prophet Mohammad (PBUH) and his companions, and of al-salaf al-salih who 
came after them.444 Shaikh-ul-Islam invited the people to the Tawhid (Islamic Monotheism) and 
to join him in rejecting shirk445—the title of his basic text was Kitab al-Tawhid (The Book of 
Monotheism).446 The dawah (the call) of Shaikh-ul-Islam is known as dawah al Tawhid (the call 
                                                 
442 See History of Saudi Arabia, available at https://www.saudiembassy.net/history. 
443 Id. 
444 Al-salaf al-salih comprise those who follow the example of the Prophet Mohammad (PBUH) and his 
companions, and adhere to their principles, beliefs, and practices. This understanding is based on a hadith wherein 
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available at https://islamqa.info/en/159. 
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to Monotheism).447 Imam Muhammad bin Saud, with the spiritual guidance of Shaikh-ul-Islam 
Muhammad bin Abdul Wahhab, established the first Saudi state in 1744. The Ottoman army 
besieged Diriyah in 1818, which resulted in the end of the first Saudi State.448  
King Abdulaziz ibn Abdul Rahman Al Saud (Ibn Saud) retook Riyadh from the Al-
Rashid family who had taken over the city in 1902. King Abdulaziz established Riyadh as his 
headquarters and began to unite the warring tribes of the region into one nation. Hijaz was 
captured by King Abdulaziz in the period of 1924 to 1925. On September 23, 1932, under King 
Abdulaziz’s rule, the country was named the Kingdom of Saudi Arabia.  
 
Geography and Population of Saudi Arabia 
The Kingdom of Saudi Arabia is a large land mass, almost 830,000 square miles, which 
dominates the Arabian Peninsula. Located in Southwest Asia at the crossroads of Asia, Europe, 
and Africa, the Kingdom is bordered to the North by Kuwait, Iraq, and Jordan; to the South by 
Yemen and Oman; to the East by the United Arab Emirates, Qatar, and Bahrain; and to the West 
by the Red Sea. According to the Population Figures Report reporting data for the year 2018, the 
Saudi population totaled 33.3 million, of whom 20.7 million were Saudi citizens and 12.6 million 
                                                 
447 The dawah is commonly known in the West as “Wahhabism” and the people of the dawah as “Wahhabi.” 
However, the researcher would not call it “Wahhabism.” Magnus Gravem explained why should not call the dawah 
“Wahhabism.” "To name a religious movement with such a strong focus on monotheism after one person seems like 
a misleading name for this religious tradition. Secondly, my experience and interaction with people in Saudi Arabia 
does not indicate at all that they would call themselves “wahhabies.” When discussing this with some of my 
informants, they were, or at least acted, surprised. They told me that ibn Abd al-Wahhab was just one man, and had 
nothing to do with their religious life. They rather tend to think of themselves as simply Muslims, without any other 
specifications. Thirdly, as Pascal Ménoret (in his book ‘The Saudi Enigma: A History’) points out, the term 
“Wahhabism” is a term that comes from outside the movement itself. Fourthly, as with many Western labels of 
groups claiming belonging to Islam, the same label is used for many very different groups. Terms as "Salafi-
wahhabism" gives direct association to groups using terror to exceed their political goals. It would seem improper to 
use a term associated with terror to define the religious views of the Saudis.” See Magnus Gravem, CSR in Saudi 
Arabia (Master’s Thesis 2010), available at 
https://www.duo.uio.no/bitstream/handle/10852/32802/Fullxoppgavex1x29xaprilxaltxklartxNY.pdf?sequence=2). 
448 The Ottoman Empire was the controlling power in the Middle East and North Africa at the time.  
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were foreigners.449 Saudi Arabia’s capital, Riyadh, is also the country’s largest city with a 
population of 6.7 million.450 Also, Jeddah is a principal commercial town and popular tourist 
attraction, whereas Mecca and Medina, Islam’s holy cities, attract millions of worshippers from 
every corner of the globe each year.  
 
Political Overview 
Saudi Arabia is a monarchy, ruled by kings.451 On March 1, 1992, Saudi Arabia issued an 
83-article document known as the Basic Law of Governance, which relies heavily on Islamic 
principles from the Quran and the Prophet Muhammad’s (PBUH) teachings, which are known as 
the Sunnah.452  
According to Article 44 of the Basic Law of Governance, there are three branches of 
government—legislative (Majlis al-Shura), which in English means a consultative assembly, 
                                                 
449 See The General Authority for Statistics, Estimated Population Figures Report, available at 
https://www.stats.gov.sa/ar/5680. 
450 Id. available at https://www.stats.gov.sa/ar/13. 
451 The Basic Law of Governance, Royal Order No. (A/90). Article (5) states: 
a. The system of governance in the Kingdom of Saudi Arabia shall be monarchical. 
b. Governance shall be limited to the sons of the Founder King ’Abd al-’Aziz ibn ’Abd ar-Rahman al-Faysal Al 
Sa’ud, and the sons of his sons. Allegiance shall be pledged to the most suitable amongst them to reign on the basis 
of the Book of God Most High and the Sunnah of His Messenger (PBUH). 
c. The call for the pledge of allegiance to the King and the selection of the Crown Prince shall be in accordance with 
the Pledge of Allegiance Commission’s Law. 
d. The Crown Prince shall devote himself exclusively to the office of the Crown Prince and shall perform any other 
duties assigned to him by the King. 
e. The Crown Prince shall assume the powers of the King upon his death until the pledge of allegiance is given. 
See The Bureau of Experts at the Council of Ministers. The Basic Law of Governance, available at 
https://www.boe.gov.sa/ViewStaticPage.aspx?lang=en&PageID=25. 
452
 The Basic Law of Governance. Article (1) states that “The Kingdom of Saudi Arabia is a fully sovereign Arab 
Islamic State. Its religion shall be Islam and its constitution shall be the Book of God and the Sunnah (Traditions) of 
His Messenger, may God’s blessings and peace be upon him. Its language shall be Arabic and its capital shall be the 
city of Riyadh.” Article (7) states that “Governance in the Kingdom of Saudi Arabia derives its authority from the 




executive (Council of Ministers), and judicial453—although their influence on one another is not 
strictly limited and the King is their final authority.454 Ultimately, the most significant decisions 
are made by the King with the help of advisors.455 
The Kingdom is divided into thirteen administrative regions, each of which is divided 
into a number of provinces. The regions have a governor and a deputy governor, both appointed 
by the King at the suggestion of the Minister of the Interior.456 There are districts within each 
province to help address community issues at the local level.  
 
Economic Overview 
Given that Saudi Arabia has nearly 20% of the entire world’s crude oil, it is not 
surprising that the country’s economy is almost entirely reliant on the export of oil/petroleum 
and the production of petroleum-based products. Throughout the 1970s, Saudi Arabia 
experienced rapid growth in its oil sector because of the high cost of fuel internationally. The 
country’s non-oil economy is based mainly on trade, construction, and tourism. 
 
                                                 
453 “The Saudi court system is composed of a Supreme Judicial Council, Courts of Appeals, and First-Instance 
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Saudi Arabia Vision 2030 
My first objective is for our country to be a pioneering and successful global model of 
excellence, on all fronts, and I will work with you to achieve that.457  
 
Vision 2030, released in April 2016, is a plan spearheaded by the Saudi Arabian Crown 
Prince and Chairman of the Council of Economic and Development Affairs, Mohammad bin 
Salman bin Abdulaziz Al-Saud.458 The Vision has three pillars: (1) establishing Saudi Arabia as 
the heart of the Arab and Muslim worlds, (2) establishing Saudi Arabia as a global investment 
“powerhouse,” and (3) creating better connections between the continents of Asia, Africa, and 
Europe. Additionally, three foundational themes frame the goals and action steps for Vision 
2030459: (1) a vibrant society, (2) a thriving economy, and (3) an ambitious nation. The Vision 
calls for an end to the country’s economic dependence on oil and highlights Saudi’s other natural 
resources such as gold, phosphate, and uranium while calling for the growth of non-oil sectors as 
well. 
To achieve a vibrant society, the Crown Prince has focused on ensuring that his country 
is truly committed to living through Islamic principles, by serving Ummah, i.e., the Muslim 
community, more strategically, and taking pride in Saudi Arabia’s culture and history. The 
Islamic values of moderation, tolerance, excellence, discipline, equity, and transparency are 
emphasized as the basis of all work designed to advance Vision 2030. Saudi Arabia currently 
attracts approximately 8 million visitors annually, who come to undertake the holy pilgrimage 
between Mecca and Medina. Under Vision 2030, however, the country seeks to increase that 
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number to 30 million per year.460 In order to realize this ambition, Saudi Arabia has begun to 
construct more space in its two holy mosques and improve the infrastructure and increase the 
capacity of its airports. Lastly, the Crown Prince has expressed a wish to inspire a sense of 
national pride by creating more cultural preservation spaces such as museums—especially by 
creating the world’s largest Islamic museum. Additionally, the population is being encouraged to 
embrace a more active, healthier lifestyle, and improving the educational system and pursuing 
urban development have become priorities. Further, Saudi Arabia wants to work on 
environmental sustainability by investing in more renewable resources such as solar power in its 
northern region. 
To achieve a thriving economy, Saudi Arabia will invest in education and 
business/investment opportunities. In fact, the Saudi government has begun to investigate the 
specific foundational knowledge that employees in each sector need in order to create 
appropriate educational opportunities for its citizens.461 Saudi Arabia seeks to build its small 
businesses, because at present they account for only 20% of the national income. The Saudi 
government envisions these kinds of businesses as realizing significant growth, as it tries to 
move away from a reliance on oil. Half of Saudi Arabia’s population is under the age of 25. 
Therefore, the government is taking steps to create job opportunities through its  Job Creation 
and Anti-Unemployment Commission. Saudi is also looking to privatize all its state-owned 
assets, such as its national petroleum and natural gas company, Aramco, and services, such as 
healthcare and education, in an effort to create a stronger economic base. The government is 
seeking to create an extensive portfolio of investments in its new Public Investment Fund and is 
working to attract sizeable international investment companies to build operations in the 
                                                 
460 Id.  
461 Saudi Arabia Vision 2030, supra note 458. 
147 
 
Kingdom. Further, there is a push to grow multiple sectors of the economy, including 
manufacturing, renewable energy, industrial equipment, tourism and leisure, mining, local 
defense, and technology.  
In endeavoring to become an even more ambitious nation, Saudi Arabia is promoting a 
variety of initiatives with the purpose of decreasing government corruption, including in relation 
to expenditures.462 Greater transparency in government dealings and greater accountability on the 
part of the nation’s leaders have been identified as necessary to realizing Vision 2030, and these 
are to be achieved by creating standard measures that will be made available to the public. A 
further goal is to create a better balance between government, citizens, and the private sector by 
enhancing communication methods and opportunities.463 The government wants to ensure that 
citizens’ income and wealth and essential goods are not taxed and to increase government 
revenue for the through the strategic use of current and new projects. In this endeavor, some 
government councils have been downsized and others disbanded whereas new councils have 
been established with the purpose of increasing government efficiency. Lastly, Saudi Arabia 
seeks to expand its non-profit sector. 
 
Corporate Social Responsibility (CSR) in Saudi Arabia 
 
Although corporate social responsibility (CSR) under one name or another has been in 
operation since time immemorial, a new chapter for this concept has opened recently in the 
contemporary business world. CSR is primarily concerned with environmental issues, the well-
being of society, economic development, and appropriate measures of corporate governance. 
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Currently, there is no agreed-on definition of CSR: it is understood and operationalized in 
different ways from region to region. However, an EU commission held in 2002 came up with a 
definition that has come to be used quite widely: “CSR refers to the integration of social and 
environmental issues in a company or organization operations and also on how they interact with 
different people in the society on a voluntary basis.”464 Therefore, CSR is generally viewed as an 
altruistic behavior undertaken with the principal goal of rendering firms responsible for their 
negative influence on the environment and on the general condition of society. 
The concept known as the “separation of church and state” does not exist for Saudi 
Arabia. Instead, the Saudi government proudly states that Islam guides its citizens’ human 
relationships in social and financial settings.465 According to Muslims, their belief system 
regulates both the spiritual and temporal aspects of life. Simultaneously, for Muslims, their 
religion governs individual spirituality, collective human experience, and all interactions within 
and between these.466 Numerous verses in the Quran specify what constitutes acceptable and 
detestable behavior.  
Corporate Social Responsibility (CSR) is the practice of utilizing business to boost the 
performance of social and environmental initiatives in the places where companies are located.467 
The World Business Council for Sustainable Development (WBCSD) defines CSR as “the 
continuing commitment by business to contribute to economic development while improving the 
quality of life of the workforce and their families as well as of the community and society at 
large.”468  
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CSR forces businesses to challenge typical financial priorities. For example, CSR is often 
described as having a triple bottom line pertaining to people, planet, and profits, which is 
supported by valuing community care, health and safety, and the environment.469 CSR is a way 
of holding private businesses accountable for the sustainability of the communities in which they 
conduct business.470 Further, the concept is most commonly operationalized through partnerships 
between companies, governmental entities, and social services that mix private and public 
sectors.471 
Practicing CSR helps Saudi Arabia to set standards needed to evaluate the usefulness of a 
business to the community, by specifying that businesses should reduce unemployment, be 
conscious of their environmental impact, and be aware of the concerns of citizens.472 Because 
Saudi Arabia relies on Islam for its foundational financial system, profits are to be shared with 
the community so that wealth is not hoarded at the expense of the most marginalized in society. 
CSR is a practice that can be used in other non-religious nations and now many examples of it in 
practice can be found all over the world, although the present analysis focuses on its success and 
use only in Saudi Arabia. In Saudi Arabia, funds allocated to CSR projects and programs are 
spent mostly on education, youth development programs, employment, and gender diversity. In 
current developments, Saudi is aware of problems associated with efforts to implement CSR in 
meaningful ways that live up to the general idea of the term: That is, the problems relating to 
implementation include an unclear definition of CSR, confusion between CSR and corporate 
philanthropy, and a failure on the part of senior management and thus of employees more 
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generally to adapt to CSR practices because the former are not fully committed to CSR 
principles.473 The implementation of CSR has been shown to increase employee satisfaction and 
opportunities for future employees in the long-term and is seen as an ideal practice for businesses 
in Saudi Arabia.  
Consequently, Saudi Arabia has shown that it embraces an agenda of working 
collectively to encourage its business and government operations as well as its citizenry to 
become more socially responsible by undertaking research to investigate CSR disclosure in the 
banking sector. Moreover, the majority of Saudi Arabian business organizations today have 
revealed their commitment to creating programs that rely on CSR strategies.  
 
Philanthropy and the Tradition of Giving in Saudi Arabia 
 
Philanthropy has been essential to the institutional set-up of Saudi Arabia throughout its 
history. Because of the foundational dynamics of Saudi Arabia relating to Islamic charitable 
giving practices, philanthropy in mandatory and voluntary forms is universal throughout Saudi 
Arabian culture. Many philanthropic organizations exist to collect donations from citizens 
throughout the nation.474 Many focus on the development of youth, employment opportunities, 
and other initiatives designed to combat poverty. Saudi Arabians—citizens, foreigners, 
corporations, government bodies—use about 2% of the country’s Gross Domestic Product each 
year. Because half of Saudi Arabia’s population is under the age of 25, the country is focused on 
becoming more strategic about sources of funding directed to youth and employment 
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opportunities. Endowments are used to fund a wide range of social services, among which are 
housing, pharmacies, and clinics. Grants are typical because the Islamic form of funding (waqf) 
is used to support social needs. Many Saudi Arabians make donations privately, which means 
that endowments and charities are significant to the development of Saudi business and nonprofit 
organizations.475 
In recent years, Saudi Arabia has sought to solidify its philanthropic base via creating 
new named awards and incentives to support a focus on giving and to promote “smart” 
applications of charitable funds. The King Khalid Foundation (KKF), the most significant 
philanthropic organization in the nation, recently began an initiative to provide a framework for 
future philanthropy in the Kingdom. As a result of the KKF’s efforts, the Saudi Responsible 
Competitiveness Index (SARCI) was created to push different kinds of organizations throughout 
Saudi Arabia toward CSR efforts and initiatives. The index is designed to provide businesses 
with criteria against which to evaluate their social enterprises:  
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[B]y providing support for the business climate; through smart philanthropy; from their 
policies to attract, develop and retain a talented and diverse workforce; by going beyond 
legal requirements to comply with best practice business standards; through managing 
their supply chains to support local businesses and better environmental and social 
conditions; through innovations in products and services; and by using advanced 
communications to build responsible consumer demand.476  
Although the country has made significant progress in terms of its philanthropy, however, a 
stronger structure is still required for Saudi Arabia to advance in this sphere.  
 
Organizations Relevant to CSR 
 
Issues related to sustainability and CSR have become important even indispensable in 
business—and this is especially evident in industry. It has become accepted that if it is to 
succeed, a company must integrate CSR principles into all aspects of its operations.477 In Saudi 
Arabia for instance, many organizations operate purely on the dictates of CSR principles with the 
principal goal of improving social welfare and living standards.478 In the following sections, 




                                                 
476 See The Saudi Responsible Competitiveness Index (SARCI), available at https://sites.hks.harvard.edu/m-
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Saudi Arabian General Investment Authority (SAGIA) 
As the official agency mandated to promote investment opportunities in the Kingdom, the 
Saudi Arabian General Investment Authority (SAGAI) has three distinct functions: to create a 
favorable environment whereby the Kingdom emerges as the best environment for investment; to 
improve the quality of the services offered to investors; and to create new investment 
opportunities in line with the country’s diversification agenda so that the state can grow other 
sectors and reduce its reliance on oil.479 Therefore, the main objective of SAGIA is to help 
accelerate the growth of the Saudi Arabian economy by creating a favorable environment for 
investment. 
SAGIA runs a number of programs designed to meet exactly this purpose, of which three 
in particular—the Global Competitive Forum, the 10 × 10 Program, and Economic Cities—focus 
on attracting investors from all over the world.480 These programs are described next: 
• Global Competitive Forum: Usually organized by SAGIA, the Global Forum is an 
annual event at which business leaders, intellectuals, and even political leaders 
congregate to debate issues related to value addition and competitiveness. The primary 
objective of this forum is to sensitize business communities in regard to the subject of 
competitiveness as a way of eliciting solutions to current challenges faced by multiple 
sectors of the world economy.481 Discussions in past years have underlined the 
importance of creating a competitive environment as a foundation for building and 
sustaining economic growth.482 Further, the importance of innovation in producing 
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desired levels of productivity has been highlighted as a key factor in creating competition 
in all sectors.483 
• “10 × 10” program: The primary objective of the “10 × 10 Program was to position 
Saudi Arabia as one of the world’s top ten investment destinations by the year 2010.  
• Economic Cities: In pursuing economic growth, SAGIA developed a program known as 
Economic Cities, or industrial towns. The agency’s primary objectives in this program 
were to establish free economic zones to increase the competitiveness of the country as 
the best investment destination. It hopes that the free economic zones would accelerate 
development across the entire economy, support the country in achieving its economic 
diversification agenda, and liberalize and promote Saudi Arabian competitiveness on the 
world map.484 
 
Ministry of Commerce and Investment (MCI)  
The Saudi Arabian government created the Ministry of Commerce and Investment (MCI) 
to create effective and efficient policies to help the country achieve sustainable development 
through trade and investments.485 The MCI in conjunction with bodies such as SAGIA develops 
structures to meet the country’s economic agenda.486 Further, the MCI has the responsibility of 
rendering various sectors of the economy more efficient by providing an environment conducive 
to their expansion both within Saudi Arabia and in the global market. 
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King Khalid Foundation (KKF) 
Look after the weak, for the strong can look after themselves.487 
 
The King Khalid Foundation (KKF) is named for the king who reigned over Saudi Arabia 
from 1975 to 1982. King Khalid is remembered and revered as a dedicated and compassionate 
person whose actions were geared toward improving the lives and well-being of the Saudi 
citizenry. His unwavering dedication toward social development, philanthropy, and charity 
works is still in action today, thanks to the work of the KKF, which his family established in 
2001 to keep their father’s spirit of compassion alive.488 The foundation was established with a 
sole aim of becoming a leader in philanthropic and development work not only in Saudi Arabia 
worldwide.489 For this reason, the foundation offers multiple programs such as capacity building, 
grants, and research conducted in many social sciences fields, especially those related to 
disadvantaged, marginalized members of society.490 The foundation also introduced the King 
Khalid Award program: 
• King Khalid Award for Responsible Competitiveness: The King Khalid Award for 
Responsible Competitiveness was established to help elicit much-needed social change, 
especially in the arena of CSR.491 The award is given to organizations or individuals who 
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have made exceptional tangible contributions to CSR and social innovation. The award 
has a purpose of promoting the integration of sustainable development approaches and 
socially responsible practices into every aspect of business operations.492  
 
King Faisal Foundation (KFF) 
It is important to benefit from institutions, and not only to build them.493 
 
The King Faisal Foundation (KFF) is one of the largest international philanthropic and 
charity organizations in the world.494 The foundation was created in 1976 by the sons of King 
Faisal—a king who was known for advancing his people’s well-being in the context of adhering 
strictly to the dictates of tradition. His sons sought to preserve their father’s legacy by 
establishing an organization to continue his legacy of compassion for humanity. The KFF has an 
extensive portfolio of investments in different parts of the world, from which it derives the 
resources to implement projects designed to advance the welfare of communities worldwide.495 
Over time, the foundation has invested heavily in a range of philanthropic projects 
internationally. Its agencies have constructed schools, hospitals, research institutes, and mosques 
among many other projects, all with the purpose of improving the standard of living of 
communities globally. Further, the organization has established pillar programs to encourage 
people to adopt CSR principles, such as philanthropy and charity. Some of the foundation’s key 
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programs are the King Faisal Prize (KFP),496 the King Faisal School, and Alfaisal University, 
each of which is concerned with improving the conditions in which all people live. 
 
Jeddah Chamber (JC) 
Founded in 1946, Jeddah Chamber is one of the oldest organizations in the Kingdom 
dedicated to providing services to the business community. The chamber has a focus on Jeddah, 
although its activities extend to the entire economy.497 The chamber’s main objective is to 
protect the business interests of private stakeholders within the organization and to share 
business experiences with government bodies, media outlets, and society more generally. In 
doing so, members aim to improve the entire business environment in Jeddah so that they can 
attract more investors to the region.498 The chamber also seeks to sensitize businesses to the 
importance of incorporating CSR principles into their operations: 
• Jeddah Social Responsibility Center (JSRC): The Jeddah Social Responsibility Center 
(JSRC) was established to improve the regional economic and social sectors in general. 
The organization’s primary objective is to advise local organizations on the importance of 
integrating CSR into their operations. The organization also has a purpose of developing 
economic and social initiatives to help the companies in Jeddah to realize the fruits of 
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contemporary CSR.499 Therefore, the defining objective of JSRC is to help businesses 
integrate social responsibility principles and programs into their operations through 
which the companies can, in turn, contribute to the welfare of the Jeddah community. 
 
Saudi Organizations’ Efforts to Develop CSR and Its Impact on Companies 
As discussed in the previous section, the Saudi Arabian business community has not been 
left behind in the evolution and adoption of CSR as a new way of doing business. Many 
organizations have long practiced CSR initiatives of one kind or another as directed by the 
Islamic religion including in the teachings of the Quran and other Hadith books. Yet, in this new 
drive toward CSR, many organizations including corporations lack a clear vision for 
incorporating CSR programs into their operations. On the other hand, organizations are 
embedded in the deeply rooted culture of giving and the intense spirit of brotherhood that 
characterizes Islamic culture, which together create a firm foundation for implementing CSR.500 
On this basis, much of the effort expended by organizations in establishing CSR initiatives is a 
direct result of steadfast adherence to the dictates of Islam—including a culture of giving 
inspired by the religion’s teachings as found in the Quran and the Hadith. 
Many contemporary organizations have made significant efforts to integrate CSR 
initiatives into their operations. Prominent agencies such as Aramco, and others involved in oil 
processing, have already established CSR programs to address issues including employee safety 
and environmental pollution and to advance philanthropic work. These organizations, agencies, 
and companies have been instrumental in shaping contemporary CSR policies in the Kingdom in 
line with international standards. This is especially the case given that the companies operate 
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globally such that they must comply with international laws, especially those relating to carbon 
emission.501 Further, these companies employ people who represent a diversity of ideologies and 
cultures. Consequently, companies must create a safe working environment. All these aspects are 
important to the health of the Kingdom’s economy, as failure to comply with international 
industry standards increases the probability that talent will be lost to market rivals. 
Organizations such as the Jeddah Chamber (JC) have played a significant role in shaping 
the CSR landscape in the Kingdom. The JC was established with the objective of assisting 
organizations with adopting and implementing CSR principles in ways that will benefit the 
companies and help them make a contribution to alleviating social and environmental issues and 
challenges. The JC also acts as a channel of communication between consumers and producers—
an important function through which companies can make decisions regarding the focus of their 
CSR initiatives.502 
SAGIA and other philanthropic organizations, as discussed, have also made tremendous 
contributions to the adoption of CSR programs by many firms in the Kingdom. For instance, 
small- and medium-sized enterprises (SMEs) have increased their philanthropic efforts and 
charity work. Further, these companies have shown a greater focus on improving the working 
conditions of their employees in ways that emulate the initiatives in place at some of the larger 
companies. The JC and SAGIA, for instance, have helped SMEs step up their efforts on matters 
related to CSR throughout the entire Kingdom.503 
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Aramco, one of the largest companies in Saudi Arabia, has been applauded for its efforts 
to implement CSR in almost every aspect of its operations.504 Today, the company is viewed as a 
role model for adopting a strategic CSR approach to business.505 Further, the company has been 
in the forefront of advocating the adoption of CSR, and in conjunction with philanthropic 
organizations in the nation, Aramco has sponsored forums at which CSR experts assemble to 
deliberate on issues related to CSR. For instance, throughout its operations, Aramco provides 
exemplary working conditions to its employees.506 For all these reasons, the company is 
considered a role model in the CSR arena. 
Adopting CSR programs is an expensive venture, as it drains a company’s resources 
without generating income in the short run. CSR programs can retard growth at least in the short 
term as the company directs resources away from the core objectives of its business. However, 
implementing CSR in the contemporary business environment is the only way in which a 
company can guarantee to its stakeholders that its interest in them goes beyond securing their 
custom.507 The company must create trust among its customers by placing the customer’s 
interests before the motive to increase profits—or perhaps by focusing on the interests of the 
customer in order to realize the greatest profits in the aggregate. By adopting CSR programs, 
companies can gain customer loyalty and realize greater profit in the process. Associated with 
these overarching issues are decreased production costs, strong public relations, a more satisfied 
customer base, and a strong and committed labor force. 
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Priority Social Issues for Saudi Business 
 
Saudi Arabia’s Vision 2030 defines priority social issues for the Kingdom aimed at 
producing a vibrant society anchored in a drive to improve the overall well-being of Saudi 
Arabia across all its communities.508 Any company operating in Saudi Arabia, therefore, must 
align its goals with those of Vision 2030, but especially on issues related to social development. 
Following are some of the priority critical issues for companies operating in Saudi Arabia as 
specified in Vision 2030: 
• Improve the welfare of families and of society more generally: businesses in 
conjunction with Vision 2030 implementers have put in place a mechanism through 
which health care will be transferred to a network of public companies. As such, 
markets are to promote and prioritize the delegated healthcare function to enable 
citizens to select the best service provider in the health service industry.509 
• Improve the education of children: Under Vision 2030, companies have a more 
significant role to play in society especially in regard to the educational needs of 
children and youth. To ensure that the country has a workforce of highly qualified 
professionals, the business community is called on to offer training and educational 
facilities to better educate the citizenry. 
• Take steps to increase life expectancy: Under Vision 2030, companies are called on 
to prioritize best practices in an effort to improve the life expectancy of the 
Kingdom’s citizens from 74 to 80 years. Companies, therefore, need to take steps to 
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ensure that they offer high-quality products that will not have a deleterious effect on 
the health of individuals.510 Further, companies must ensure that their operations do 
not have a negative impact on the environment.511 
 
Drivers of CSR in Saudi Arabia 
 
Religion 
As Saudi Arabia is an Islamic state adhering strictly to the principles stipulated in the 
Quran and the teachings of the Prophet Muhammad (PBUH), it is both invested in a spirit of 
brotherhood and a culture of giving. And, together, these concepts have been critical in the 
formation of philanthropic organizations.512 Overall, adherence to the dictates of Islam has 
shaped CSR in significant ways in the Kingdom of Saudi Arabia. 
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Ethics in business depends on the culture in which the company is operating. In Islamic 
culture, morality is of great importance, as behaving in a morally upright way is strongly 
advocated in the teachings of Islam. Given this background, companies have an obligation to 
operate according to Islamic law—and CSR is one way in which they can be certain of doing so. 
Consequently, companies operating in Saudi Arabia have started to incorporate its principles and 
programs into their agendas.513 
 
Sustainability Issues 
One of the primary drivers of CSR is the realization that the world’s natural resources are 
becoming depleted and that environmental pollution is having multiple adverse effects including 
in relation to climate change. CSR initiatives are considered to be critical in helping to remedy 
these effects to some extent—in part because industry is the major culprit in causing these ills in 
the first place. There is widespread recognition that many definitive steps need to be taken in 
order to cease inflicting damage on the environment. CSR is essential to realizing this broad 
agenda. 
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Globalization is a strong motivator in corporations’ adoption of CSR programs. Issues 
pertaining to multinational corporations’ effects on given countries and on the world more 
generally together with cultural differences between employees both within those organizations 
and between organizations that do business together have given rise to the need to create a more 
strategically communicative business environment. The call is for strategic decisions to be made 
through the lens of CSR so that the interests of all stakeholders can be addressed.514 
 
Corporate Social Responsibility and Family Businesses in Saudi Arabia 
 
Family businesses in Saudi account for more than 25% of the country’s GDP, and 
therefore, constitute one of the most influential sectors of the economy. The JC estimates that 
more than 5,000 family businesses are operating in the country of which 156 are listed on the 
Saudi bourse.515 Therefore, family businesses play a significant role in the development of the 
Saudi economy by generating employment opportunities and contributing to the country’s GDP. 
As the processes of globalization continue, family businesses have become more aware 
of the importance of CSR programs to their operations. Although many companies have a long-
established practice of contributing a percentage of their income to the poor and needy in society 
mainly through charity work, the family business landscape has changed for the better in the last 
few decades. Currently, Saudi family businesses are making tremendous strides in implementing 
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basic corporate governance practices as they have learned that it pays to integrate CSR into their 
business practices.516 
Family businesses are honoring their responsibilities toward their closest stakeholders 
such as employees and customers. The notion of maximizing profits at the expense of those who 
enable an enterprise to prosper has a long history likewise. However, since the advent and 
popularization of CSR practices, firms managed by families have begun to show their 
stakeholders greater respect by being significantly more transparent and honest in their business 
dealings.517 For instance, family businesses are ranked among the best employers due to the 
excellent terms of service they offer to employees, such as competitive wages, a safe and clean 
work environment, transportation, and even housing. 
In matters relating to corporate governance and reporting, family businesses have not 
been left behind, as forums and conferences held by owners of family enterprises in conjunction 
with bodies of business such as the JC and the GCC have shown that these kinds of companies 
are embracing corporate governance practices in their operations. For instance, family companies 
have increased their efforts in regard to issues of accountability, especially financial reporting. 
Furthermore, family businesses now report on the progress they are making on matters relating 
to environmental conservation as stipulated by bodies charged with addressing environmental 
issues.518 In several studies investigating the conduct of family businesses, researchers have 
observed that issues related to CSR are a central focus for many firms as they strategize the best 
ways of coping with market changes around the country and at the global level. 
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Different Practices of CSR in Saudi Arabia 
 
Philanthropic and Charity Practices 
Philanthropy and charitable work are standard kinds of CSR programs practiced by all 
organizations in the Kingdom. Companies usually make donations to organizations and groups 
engaged in charity work that align with the companies’ products, services, and values. 
 
Employee and Employment Management Practices 
Employee and employment management practices are directed to improving the safety 
and working conditions in places of work. Additionally, many companies have established 
training and development programs and work–life balance initiatives to improve employee 
satisfaction and, therefore, productivity.519 
 
Environmental Commitment Practices 
Environmental commitment practices are related to sustainability issues as discussed. 
Currently, topics such as global warming and climate change are of great concern, especially 
given the great urgency of finding ways to address them. Companies, especially those working in 
the manufacturing and oil industry, have worked to remodel their processes by adopting 
sustainable production systems that do not have a negative impact on the environment. 
 
                                                 




In order to give back to society, companies have started to initiate projects meant to assist 
the nation by tackling problems affecting communities within the Kingdom. Further, 
corporations are engaging people from all walks of life to help them address issues in new and 
inventive ways. This focus on the part of corporations is leading to tremendous improvements in 
community development throughout Saudi Arabia.520 
 
Benefits of Corporate Social Responsibility for Business 
 
CSR programs directed toward establishing and cultivating a sense of worthiness among 
employees and improving working conditions can be highly beneficial to a company. Programs 
of this nature can contribute significantly to the creation of a labor force comprising employees 
who are satisfied with their working conditions and, therefore, committed to their work. 
Certainly, employee loyalty is important to business success, whether in terms of optimizing 
succession planning, reducing the cost of hiring and training employees, or retaining institutional 
knowledge.521 
Additionally, companies with strong CSR programs are rewarded with greater customer 
satisfaction in regard to their products and services. On the other hand, companies that have 
expressed opposition to CSR have suffered an international backlash, leading to plummeting 
sales and a negative brand image. Studies have shown that companies with a good track record 
on CSR issues see an improvement in their customers’ perceptions of and attitudes toward the 
                                                 




company’s products/services.522 It should be noted, too, that a company with productive CSR 
programs is in a pivotal position to establish effective public relations with all its stakeholders. In 
fact, CSR programs can be used to promote a company, bringing free publicity on the basis of 
good deeds. 
In addition, well-implemented CSR programs can help companies dramatically reduce 
their operational costs. A company can cut its costs of production by creating and retaining an 
efficient labor force, adopting energy-saving projects, and reducing costs involved in advertising. 
Lastly, a company is likely to increase its profits by ensuring that its stakeholders see the 
value in and are satisfied with the CSR policies as implemented. Overall, establishing beneficial 
policies helps a company to diversify and enlarge its business portfolio.523.  
 
Banking System in Saudi Arabia 
 
Saudi Arabia is considered by many to be the most significant Arab nation in the Middle 
East. The birthplace of Islam, the state has been known as a center of commerce trade for 
centuries. In 1932, King Abdulaziz Al-Saud ushered in a new era of modernization. Since then, 
the country’s population has grown tremendously.524 According to the 2018 census, Saudi Arabia 
as a population, including foreign residents, of approximately 33.3 million.525  
Given the injunction of the Quran against the practice of charging interest, it wasn’t until 
the mid-twentieth century that a formal banking system was established in Saudi Arabia. Nor did 
                                                 
522 M. Hopkins, Corporate Social Responsibility and International Development: Is Business the Solution? 
(Earthscan 2012). 
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524 Ali & Al-Aali, supra note 438. 
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the country have any connection to banking services offered by the international currency 
markets. However, this state of affairs changed because during the early 1960s, after oil 
exploration in Jeddah, the beginning of a more formalized banking system became apparent.526 
In 1952, the Saudi Arabian Monetary Agency (SAMA), an independent governmental agency 
governing the Saudi banking system was established. Its principal concern was financial 
stability.527 At this time, Saudi Arabia used Silver Riyals and Sovereigns for transactions, but 
lacked a national currency. The SAMA successfully introduced its first Saudi banknotes, known 
as Riyal in 1961.528 It is the responsibility of the SAMA to issue Saudi Riyal and preserve its 
value. The agency’s other primary function encompasses establishing and supervising 
regulations governing the banking sector.529  
Due to the Iraqi invasion of Kuwait in the 1990s, the Saudi banking system found itself 
facing another challenge.530 There was an 11% increment on deposit withdrawals against the 
total sector deposits with foreign exchange currencies during this period. However, also at this 
time, the SAMA was mandated to save the banks through the provision of liquidity in Saudi 
Riyal (SR) and foreign exchanges. The goal: to maintain a stable and healthy banking system.531  
As a result of longstanding growth and improvements, a comprehensive and robust 
system of banking supervision supports the contemporary Saudi banking system. The SAMA 
acts as the bank’s licensing regulator, which includes overseeing bank activities and taking 
                                                 
526 See the Saudi Arabian Monetary Agency, available at http://www.sama.gov.sa/en-
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corrective action as needed.532 The agency’s influence also encompasses issuing rules and 
regulations for all banks operating in the Kingdom. Its role encompasses the banks’ provision of 
essential services on payment and settlement while governing these systems. It also regulates the 
security exchange market. In the ensuing years, SAMA has used its vast supervisory knowledge 
efficiently and optimally to maintain stability in the international financial markets associated 
with the Saudi banking system.533 
 
Saudi Arabian Monetary Agency (SAMA)  
Established in 1952, the Saudi Arabian General Investment Authority (SAMA) is the 
central bank of Saudi Arabia.534 Its role is to regulate the country’s entire banking system,535 
                                                 
532 Ali & Al-Aali, supra note 438. 
533 J. Al-Suaimi, Consolidation, Competition, Foreign Presence and Systemic Stability in the Saudi Banking 
Industry (BIS Background paper 2001). 
534 See the Saudi Arabian Monetary Agency, supra note 526. 
535 Charter of The Saudi Arabian Monetary Agency Issued by Royal Decree No. 23 Dated (15-12-1957). 
Article 3: 
The functions of the Saudi Arabian Monetary Agency, in relation to circulation of currency and regulation of 
commercial banks, shall be: 
a.) To stabilize and strengthen the internal and external value of the currency and take measures capable of 
strengthening the currency’s cover. (For that end, the agency may buy and sell gold and foreign exchange in the 
market, whenever it deems it necessary and within the limits and conditions approved by the Minister of Finance 
and National Economy. Such transactions should be conducted with the utmost confidentiality.) * 
* An addition was made to Article 3 (a) under Royal decree No. 10 issued on 1.7. 
b.) To hold and operate monetary reserve funds as separate funds earmarked for monetary purposes only. 
c.) To mint, print and issue the Saudi Currency and handle all matters relating thereto in conformity with Saudi 
Currency law No.24, dated 23rd Jumada Awa11377. 
d.) To regulate commercial banks and exchange dealers as may be found appropriate 
Each commercial bank operating in Saudi Arabia shall render to the Monetary Agency a monthly statement of its 
financial position in accordance with the specimen forms prepared by the Agency for this purpose. Each bank shall 
also make available to the Monetary Agency any information required to clarify or complement the above-
mentioned statements. 
The statements required by the Agency from banks shall not disclose the private accounts of bank customers. 
e.) The commercial banks shall be asked to keep with the Monetary Agency permanent funds in certain ratio with 
what deposits the bank is holding. Such percentage shall, from time to time, be adjusted to suit the prevailing 
circumstances, in accordance with a decision passed by the Minister of Finance upon the suggestion of the Agency. 
Each bank shall strictly adhere to the instructions issued by the Agency in this respect. 
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including all financial and monetary policies.536 Further, as the highest-level financial institution 
in the nation, SAMA also has the following responsibilities pursuant to the economic laws and 
systems of the country: issuing the national currency, regulating and supervising the conduct of 
banks and other financial institutions, managing the foreign exchange, managing all the banking 
needs of the government, devising monetary policies to stabilize interest and exchange rates, and 
ensuring a favorable environment for the growth of the financial system in Saudi’s economy.537 
Given these extensive responsibilities, SAMA is the sole organization mandated by the Kingdom 
of Saudi Arabia to regulate the entire monetary system and financial institutions offering 
finance-related services. Other important players in the system, however, include licensed retail 
banks, cooperative insurance companies, specialized lending organizations, and the self-
employment professions related to providing or monitoring insurance activity, and supervising 
credit information companies. 
However, prior to the establishment of the financial system, there was no formal money 
in circulation and Saudis used foreign coins to store their wealth and to enter into limited 
transactions. For many years the monetary needs of the country were satisfied by the foreign 
coins, as there was no banking system in place. The slow development of the financial and 
banking system in Saudi Arabia was due in great part to the country’s firm adherence to Islam—
primarily to honoring the religion’s vehement denunciation of the practice of charging interest.538 
                                                 
536 Charter of The Saudi Arabian Monetary Agency, supra note 535. 
Article 1: 
The objectives of the Saudi Arabian Monetary Agency shall be: 
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Currently, banks are regulated by the Banking Control Law of 1966, which is a royal decree 
enforced by the central bank.539 The SAMA addresses all aspects relating to bank licenses in 
Saudi Arabia and submits its recommendations to the Minister of Finance, who issues a license 
only after approval from the Council of Ministers.540 
 
Banking Control Law 
Banking laws in Saudi Arabia are derived from the Banking Control Law issued by Royal 
Decree No. M/5 dated 11/6/1966 and the Charter of the Saudi Arabian Monetary Agency issued 
by Royal Decree No. 23 dated 15/12/1957, which gives the SAMA the power to regulate how 
banks conduct their business in accordance with the established regulations.541 The banking 
control laws were formulated with the objective of regulating the banking sector in Saudi Arabia 
through granting licenses to organizations that have attained the minimum requirements for 
establishing a bank.542 The document containing the various laws and regulations has 26 articles, 
which specify in detail how banks should operate. The banking control department, which is also 
part of the SAMA, is responsible for developing a regulatory framework to ensure that those 
                                                 
539 See Banking Control Law Issued by Royal Decree No. M/5 Dated (11.6.1966), available at 
http://www.sama.gov.sa/en-us/laws/pages/bankinglaws.aspx. 
540 Id. Article 3: 
All applications, for the grant of licenses to carry on banking business in the Kingdom, shall be addressed to SAMA 
which will study the applications after obtaining all the necessary information and submit its recommendations to 
the Minister of Finance and National Economy. The license for a National Bank shall stipulate the following: 
(1) It shall be a Saudi Joint Stock Company. 
(2) The paid-up capital shall not be less than SAR 2.5 million and all subscriptions towards share capital shall be 
payable in cash. 
(3) The founders and members of the board of directors shall be persons of good reputation. 
(4) The memorandum and articles of association shall be acceptable to the Minister of Finance and National 
Economy. In the case of a Foreign Bank wishing to set up a branch or branches in the Kingdom, the grant of a 
license shall be subject to such conditions as the Council of Ministers may stipulate upon the recommendation of the 
Minister of Finance and National Economy. The license shall in all cases be issued by the Minister of Finance and 
National Economy after the approval of the Council of Ministers. 
541 Id.  
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working in the banking sector comply with all the stipulations of the banking law.543 In order to 
be granted a license, a bank must comply with all the banking control rules in place. 
 
Saudi Banks and Licensed Foreign Bank Branches 
The SAMA and the Minister of Finance in conjunction with the Council of Ministers are 
responsible for licensing banks and any other institution offering services related to the banking 
industry.544 Currently, Saudi has 26 licensed banks: 12 are Saudi banks, including the National 
Commercial Bank, the Saudi British Bank, the Arab National Bank, the Riyad Bank, Bank Al 
Rajhi, Bank AlJazira, and Saudi Investment Banks,545 and 14 are foreign banks authorized to 
operate in the country by the SAMA,546 including Gulf International Bank, Deutsche Bank, J.P. 
Morgan Chase N.A, the National Bank of Bahrain, the National Bank of Kuwait, and the 
                                                 
543 M.A. Ramady, Evolving Banking Regulation and Supervision: A Case Study of the Saudi Arabian Monetary 
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545 See the Saudi Arabian Monetary Agency, supra note 526. & Banking Control, supra note 539, at article 1: 
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546 See Banking Control Law, supra note 539, at article 1: 
d. “Foreign Bank” means a bank with branches in the Kingdom and its head office outside it.  
Among the licensed foreign bank branches are the Bank of Tokyo–Mitsubishi UFJ and the First Abu Dhabi Bank, 
although these have not begun operations yet. Also, the State Bank of India is not counted because the bank is no 
longer operating given the bank’s request to cancel its license. See Saudi Arabian Monetary Agency, supra note 526. 
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Industrial and Commercial Bank of China. The SAMA has the responsibility of supervising all 
the banks to ensure that they follow all Saudi’s banking regulations547 
 
Islamic Banking System 
 
The Islamic banking system strictly follow the fundamental Islamic principles enshrined 
in Sharia, which, as discussed earlier, derive principally from the Quran and the Sunnah 
(teachings of the Prophet Muhammad (PBUH)). Sharia is the backbone of the ethical and moral 
behavior expected of Muslims, such that it is honored by Islamic economies worldwide. 
According to Sharia, Muslims should abstain from engaging with any banking system that 
operates on the basis of interest rates.548 As such, Muslims are advised not to participate in 
anything to do with conventional banking practices, especially when interest is involved as doing 
so is unlawful according to Islamic teachings. 
Islamic banking is defined as banking that is consistent with the principles of Sharia and 
its practical application through the development of the Islamic economy.549 However, the 
objectives of Islamic banking are the same as or similar to those of traditional banking. The 
primary difference between the two is that Islamic banking operates in accordance with the rules 
of Sharia. Historically, Islamic banking can be traced back to the advent of Islam when the 
Prophet (PBUH) personally acted as an agent for his wife’s trading operations. Islamic 
partnerships dominated the business world for centuries. Yet, the concept of interest found very 
little application in day-to-day transactions. Nevertheless, the partnerships performed a critical 
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economic function, giving rise to collaboration between three of the most important factors of 
production, namely, capital, labor, and entrepreneurship.  
In the 1960s, Muslims began to explore ways to organize commercial banking on an 
interest-free basis. Initially, economists dismissed this desire as wishful thinking. However, in 
1963, in Egypt, the first Islamic interest-free bank was introduced. Initially, the bank was 
launched in a rural region where the people refused to put money in the bank. However, steps 
were taken to educate the populace about the use of banking. Several types of accounts were 
offered: savings accounts, investment accounts, and zakat accounts. No interest was paid on 
savings accounts, but consumers could withdraw funds as they wished. Small, short-term, 
interest-free loans for productive purposes could be made. Funds in investment accounts were 
subject to qualified withdrawals and invested on the basis of profit-sharing. The zakat account 
formulated the precise amount of zakat. These accounts were initiated and the population 
educated as part of a program called the Mit Ghamr project—which proved successful, as 
deposits increased significantly from 1963 to 1967.550 
The Islamic moral economy, popularly known as the IME, is an excellent example of an 
economic system anchored in the principles of CSR. Islamic teachings have been an 
extraordinary force in integrating matters relating to finance and economics such that the two are 
regulated by behaviors and norms articulated in Sharia. As such, the concept and principles of 
CSR are an integral part of the IME, as each of these relies on advancing the social good 
including by furthering social justice.551 Further, the axioms and principles articulated in the IME 
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paradigm are amplified by CSR, especially in relation to its motives and objectives, which reflect 
the ideals advocated by the IME at a personal and organizational level. 
In Saudi Arabia, the Islamic Financial Institutions (IFIs) strictly follow the IME 
paradigm. Therefore, they are expected to prioritize issues relating to CSR as they strive to fulfill 
their social obligations to the society. The operations of the Islamic banking system are guided 
by Maqasid al-Sharia (objectives of Sharia), which aim to promote the social well-being of the 
community by ensuring that the entire system operates in an ethical way.552 All Islamic financial 
institutions are required to synchronize and align their operations such that they are socially 
responsible and such that they contribute to the general well-being of society and the 
environment. 
 
Principles and Concepts of Islamic Banks 
Prohibition on Interest in All Transactions 
The primary concept is the rule that forbids both the charging and receiving of interest 
(riba). As explicitly stated in the Quran, all investments are required to be free of interest.553 
There is a legal prohibition of any encoded payment exceeding the real amount of the principal. 
The rationale for the prohibition is that when riba is manifested throughout an economy the well-
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being of all members of that society is placed at risk. For this reason, the only kind of loan 
accepted under Islamic precepts is Qard al-Hasan, which means an interest-free loan.554 
 
Ethical Standards 
It is a religious duty for Muslims who invest their money to ensure that they invest only 
in enterprises that are ethical in nature. As a way to determine value, trading in money as a 
medium of exchange, and not making money from money is essential.555 All investment activity 
must be in line with Sharia, and no investments can be made that are contrary to the public 
interest. Also, some products and services such as pork, alcohol, gambling, and conventional 
finance are prohibited. 
 
Sharing of Risk 
The sharing of risk is meant to ensure fairness such that the parties involved share all 
losses and profits from any transaction. The financer is considered an economic parasite and 
sinner if he/she does not accept the business risk. Both the possibility of profit and the risk of 
loss must be accepted. Due to the prohibition on charging interest, the supplier of the funds 
becomes an investor instead of a money lender. In other words, to gain any profitable returns, the 
financial provider must share the business risks.556 
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Transparent Transactions  
If any customer is not wholly acquainted with the amount or value of a product or 
service, then the sale is termed invalid. In order to render transactions transparent and to lessen 
the possibility of future disagreements relating to the terms, Islam stresses the need to render 
business agreements in writing.557 
 
Ethical and Societal Values 
The Quran insists on providing support to less fortunate members of society, and 
financial institutions are no exception in this regard. In fact, there is an expectation that Islamic 
financial institutions will provide specialized services to the needy, in addition to implementing 
social projects and making charitable donations. It should be noted, too, that the banks provide 
interest-free loans. 
 
Prohibition of Gambling and Speculation 
Uncertainty (gharar) occurs when a business venture, whether low- or high-risk, is 
undertaken without sufficient knowledge of the business landscape, the market, the financial 
vehicles and/or the risks involved in doing so.558 For these reasons, gambling and speculation are 
prohibited. 
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Payment of Zakat by Islamic Banks  
Muslims are required to pay zakat (almsgiving) as Almighty Allah says in the Quran: 
“Alms are meant only for the poor, the needy, those who administer them, those whose 
hearts need winning over, to free slaves and help those in debt, for God’s cause, and for 
travellers in need. This is ordained by God; God is all knowing and wise.”559 
 
Role of the Sharia Supervisory Board in Islamic Banks  
In an idiomatic sense, supervision refers to verifying the implementation of the Fatwa 
including by finding legitimate alternatives and formulas in any acts by authorities that 
contradict legal dictates.560 By using lawful means and indicating any irregularities and solutions 
to them, the supervisory function ensures that during transactions there is follow-up, testing, and 
analysis pertaining to the work and behaviors of individuals, groups, or institutions by Sharia 
requirements. 
Sharia Supervisory Boards (SSBs) are defined in a number of ways.561 According to an 
explanation from the Accounting and Auditing Organization for Islamic Financial Institutions 
(AAOIFI), a SSB is a body of scholars and specialists who are independent in making 
transactions and are familiar with the restrictions governing Islamic sales.562 The responsibility 
of the SSB members include following up on the tasks and validating the executed trades of the 
Islamic banks. Board members also have a mandate of finding solutions that are legitimate when 
anomalies occur. Through follow-up, examination, and analysis, SSBs ensure that the activities, 
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businesses, behaviors, and operations of the Islamic Financial Institutions (IFIs) take place 
according to Sharia rules and principles such that the boards are charged with finding only valid 
alternatives to mistakes using appropriate and legitimate tools and methods.563 
According to the Dubai Islamic Bank (DIB), the SSB is a body supervising and 
monitoring the processes pertaining to Islamic finance and investment products or services in the 
banking sector. The board strengthens the bank’s activities by issuing Fatwas and legal guidance 
for transactions performed on a daily basis. The SSB ensures that IFIs conform to Sharia, with 
the board members acting as jurists who provide clarifications regarding any questions from 
these institutions.564 Therefore, it is worth noting that most researchers and Islamic finance 
specialists have indicated that there are three main stages in creating an SSB. Pre-implementation 
is the first step. Secondly, the curative period is carried out during the execution of the 
transaction or the project by the Islamic bank. It is at this stage that responses are made to any 
complaints are made and errors detected by the financial institution are addressed. Lastly, there is 
the complementary phase, the focus of which is to dispense reports pertaining to the execution of 
projects, financial statements, and annual reports.565 
To summarize, Rammal outlines the preeminent role of the SSB in Islamic banks and 
institutions.566 His conclusion is that (1) the SSB partakes in the formulation of instructions, 
guidelines, contracts, amendments, and development; and (2) the SSB has a responsibility to 
provide supervision for all bank activities in conformance with the legal precepts and principles 
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of Islam. To be legally qualified to accomplish the assigned work, the SSB plays a role in 
educating Islamic banks through training. The board also intervenes in any dispute between the 
banks and other entities and individuals in order to find a resolution. SSB functions have two 
classifications. The first is supervisory, which encompasses issuing Fatwas and ensuring that 
new products are approved, and the second is that of offering consultations such as explaining 
how to calculate zakat dues and providing solutions to Sharia compliance related to executing 
contracts.567 
Given the Islamic prohibition on interest, we see that the Islamic banking system differs 
profoundly from the conventional banking system. The banks claiming to follow Sharia in their 
corporate dealings define the Islamic banking system. According to Maali et al., Sharia requires 
all financial dealings to be lawful (halal), with a prohibition on any transaction involving interest 
(riba).568 In the recent past, the Islamic banking system has seen rapid expansion, and in regard 
to the value of its assets, the banking sector of Saudi Arabia is recognized as the best significant 
marketplace for Islamic finance. Al-Rajhi Banking and Investment Corporation, based in Saudi 
Arabia, is known to be the world’s largest Islamic bank.569 As of 2009, the four major banks 
namely Al-Rajhi, Aljazira, Albilad, and Alinma reported that all their operations complied with 
Islamic principles.570  
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Sharia Board at Al Rajhi Bank 
The Sharia board is responsible for all legal aspects related to the capital of Al Rajhi 
Bank.571 Based on an examination of the implications of given products and any inquiries 
attached to them, the board members ensure issuance with resolutions and directives.572 They 
also follow up on the extent to which Al Rajhi capital complies with the set policies, rules, and 
regulations established by the board. Some of the functions of the board at the Al Rajhi bank 
include the following: 
• The Sharia Board secretariat analyses the products offered by the bank and any inquiries 
pertaining to them based on Islamic law. The board also issues resolutions and directions 
as necessary, which the bank is then obliged to follow.573 
• The Sharia Board Secretariat ensures that Al Rajhi products comply with all relevant 
Islamic legal criteria through a verification process. 
• In coordination with the bank department of support and development, the board ensures 
the development of Al Rajhi Bank products with any solution pursued complying with 
Sharia.574 
• Through the Sharia Board, the Al Rajhi Bank raises awareness of Islamic economics and 
finance among its employees and the public at large.575 
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Sharia Board at Albilad Bank 
The fundamental value of Albilad Bank is that all transactions adhere to the Islamic 
provisions of Sharia. As a result, the bank has realized its vision of becoming one of the most 
prominent providers of financial solutions in compliance with Sharia. The bank’s Sharia Board 
takes action in accordance with this vision. The board is an independent operation with goals, 
duties, specialists, and responsibilities, although it is directly connected to the Board of the 
Sharia Division and adheres to the same managerial and financial regulations. Four members of 
the bank’s preparatory committee are from the Sharia Board, and this committee is tasked with 
determining the best products and services to offer and preparing topics of discussion that are 
relevant at the board level.576 
When an urgent matter arises, the committee addresses it immediately. The Sharia Board 
also contributes to the success of the bank by raising awareness of Islamic banking, both its 
principles and its products and services. The Sharia Board secretariat is connected with 
departments within the bank and with the Sharia Board. By carrying out field visits to bank 
branches periodically, the board verifies that the bank is in compliance with its rulings.577  
 
Sharia Board at Alinma Bank 
At Alinma Bank, the Sharia Board was established by the Founding Committee of the 
bank pursuant to resolution No. 3/43, dated 31/01/2007.578 The reason for appointing a Sharia 
Board is to provide guidance, supervision, and monitoring of all bank business. The role of the 
board is to ascertain that all the bank’s activities are subject to review and approval. For instance, 
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the Sharia Board plays an important role in reviewing and approving the computed annual due 
zakat before it is submitted to the General Authority for Zakat and Tax (GAZT). All the 
transaction statements of the bank must be attached to Sharia rulings. The board ensures that all 
the transactions are in accordance with Sharia. On other hand, the Sharia group, which is a 
technical and administrative body and one of the most critical teams within the bank’s 
organizational structure, supports the Sharia Board’s agenda.579 
 
Differences between Islamic Banking and Conventional Banking  
As noted by Ghanadian and Goswami, Islamic and modern Western banks are similar in 
terms of almost all the functions of financial intermediation.580 The fact that conventional banks 
charge and pay interest, however, constitutes the critical difference between Islamic and 
conventional banks. Islamic banks are not permitted to either charge or pay interest as outlined in 
the Quran.  
The concept of money as not itself constituting a commodity with a price eliminates the 
issue of interest in the Islam banking business.581 Instead, money is regarded only as a 
measurement of value, a way to store value, and a medium of exchange. As for conventional 
banking, the banker acts as the debtor whereas the customer acts the creditor such that the banker 
makes a profit by subtracting the interest charged on the funds borrowed from the interest paid to 
the depositor. There is no direct debtor–creditor relationship between the bank and its customers 
in Islamic banking.582 
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Islamic banks perform the same intermediary functions as conventional banks do. 
Nonetheless, borrowers are never charged a set rate of interest and depositors are not paid a 
predetermined amount in Islamic banking. The income made by the bank is through a sharing-of-
profit convention whereby account holders undertake the bank’s financing.583 
In essence, Islamic banking forbids the use of an interest rate, and this is the main 
difference between this kind of banking system and the conventional banking system, the latter 
of which relies on charging interest in order to generate income. In place of interest rates, Islamic 
banking relies heavily on transactions involving tangible goods and services that are “real” and 
measurable.584 Further, the Islamic system is based on the concept of sharing the risk of the 
entire investment, and this also means that any threat associated with ownership of an asset is 
also shared. Secondly, Islamic financial institutions are based on tangible assets and the business 
they transact must have an economic value to and purpose for the parties involved. Thirdly, the 
Islamic system advocates that all transactions should be fair and that the parties involved should 
conduct business willingly without conditions or terms.585  
 
CSR Programs in Saudi Islamic Banks 
 
Al Rajhi Bank 
Established in 1957, Al Rajhi Bank is one of the world’s largest Islamic banks with 
resources totaling approximately US$ 90 billion, up to US$ 4.33 billion paid-up capital and over 
9, 600 associated with the employee base.586 In 1978, the Al Rajhi Trading and Exchange 
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Corporation was established as a result of a merger of various individual establishments under 
the name of Al Rajhi. The bank was created as a Saudi shareholding company in 1988. As a 
Sharia-compliant banking group, it is deeply rooted in the principles of Islamic banking. For this 
reason, it is instrumental in bridging the gap between intrinsic values and the financial demands 
of the modern world while providing complete banking services, meeting required standards, and 
leading business development.587 
Based in Riyadh, the bank has 4,794 ATMs and a vast network of over 570 branches, 
including 152 dedicated to serving women. As one of the most influential joint stock banking 
and investment companies in the Kingdom, the bank has realized tremendous growth. By 2014, 
its recorded profits as shown by net income totaled SR 6,836 million. Its operation bases in 
multiple segments, its modification of income resources and development of investment and 
corporate banking sectors built on a strong retail banking base.588 With a focus on the latest 
electronic services and innovative investment products, Al Rajhi Bank continues to develop e-
banking programs and projects. Through offering new electronic channels that answer the needs 
and aspirations of the clientele, the bank is seen as a leader in the industry. Further, the bank has 
branches in a number of countries, including Malaysia, Kuwait, and Jordan. 
 
CSR Programs Offered by Al Rajhi Bank 
Al Rajhi Bank has established a series of CSR programs to benefit various aspects of 
community life, including education, health care, and housing. Some of the bank’s programs are 
described briefly as follows:  
 
                                                 
587 Id.  
588 Id.  
187 
 
• Education: Al Rajhi Bank and the Ministry of Social Affairs signed an agreement with 
the aim of establishing training and development programs for both men and women to 
realize the eventual goal of offering positions in the banking industry to those who 
successfully complete the programs. In addition, the bank has collaborated with the 
women’s universities to offer diplomas in fields relating to body and hair care. The aim 
of these programs is to train women and to provide them with sufficient support to 
establish their own small businesses.589 
• Health Care: To date, the bank has contributed a total of 600 medical machines and 
additional equipment to take care of the needy as part of a pledge to the Friends of the 
Sick. The bank also guaranteed that it will provide housing and furniture to the Friends of 
the Sick. In addition, the bank recently signed an agreement worth SR 500,000 annually 
with the King Fahad Medical Center to enable 600 ill men and women to travel and seek 
treatment from other medical treatment centers. Further, the bank signed an agreement to 
provide SR 4 million to Enaya, an association formed to care for the ill, with the aim of 
organizing an educational road show focused on preventing blindness caused by diabetes. 
Lastly, the bank, working directly with the Anti-Smoking Foundation, has laid the 
groundwork for building and equipping a clinic (a project worth SR 4.5 million) with 
three years’ operational support in the Al Ahsa region.590  
• Housing: With an estimated cost of up to SR 6 million, the bank, in agreement with the 
Prince Salman Housing Project, has undertaken to pay for 20 housing units in the Al 
Kharj and Al Mzahmeya regions. Further, in agreement with the Ministry of Social 
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Affairs, the bank has created a fund for orphans to invest in and realize payments from as 
a benefit.591 
 
Bank Albilad  
In 2004, a Saudi joint stock company, Bank Albilad, was formed as a full Islamic 
banking services provider. Headquartered in Riyadh, Bank Albilad offers banking solutions to its 
customers ranging from personal to business banking, auto financing to real estate financing, and 
many more services. As of December 2016, the bank had a network of branches and 
approximately 115 exchange and remittance centers.592 
 
CSR Programs Offered by Albilad Bank 
Bank Albilad has shown a steadfast commitment to participating in the community by 
offering programs that benefit all segments of society.593 The bank has pursued economic 
developments and improved its business practices in order to demonstrate a high standard of 
professional ethics, ensuring that through its operations no harm comes to the environment. 
Described next are some of the bank’s community service programs.  
• Universal Access Branch for People with Disabilities: In cooperation with the 
Association for the Blind, the bank has worked to improve the daily lives of the blind in a 
number of ways. The bank has also created a dedicated facility and equipped it with 
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many amenities such as audio and visual processing tools for people with motor 
disabilities.594 
• Sign-Language Dictionary for Transactions: To enable people with hearing 
impairments to complete their activities confidently and with ease, the bank has worked 
with specialists to create a dictionary that includes sign language for banking 
transactions.  
• Road Maintenance for Access to Mosques: The bank also supports charitable 
organizations in order to maintain the roads leading to mosques. The bank has helped the 
mosques by providing vehicles to maintain and clean the streets leading to mosques.595 
• Educational Support: Bank Albilad participates in a Ministry of Education program, 
which has the purpose of providing an education to students that will equip them to begin 
a career in banking. After they obtain a university degree, some graduates are recruited to 
take positions at the bank. In cooperation with the AAOIFI, the bank offers sponsorships 
to enable the publication of Sharia studies on the subject of transactions in Islamic 
banking.596 
• Initiatives to Support Health Care: In collaboration with the Imam Abdul Rahman Al 
Faisal Hospital in Riyadh, the bank has promoted blood donation campaigns. The bank 
has also provided a fully equipped ambulance to the Tahour Association for the care and 
support of cancer patients. 
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On June 21st, 1975, Bank AlJazira was established as a joint stock company. In 1992, the 
bank began a restructuring process, which led to it being listed on the Saudi Stock Exchange. 
Today, the bank is well known as one of the fastest growing Sharia-compliant financial 
institutions. It is segmented into corporate and personal banking, treasury management, asset 
management, and brokerage management. Its currently has a network of 98 branches throughout 
Saudi Arabia.597 
 
CSR Programs in AlJazira Bank 
Bank AlJazira has a close relationship with its community based on a commitment to 
giving back to the country. In 2006, the bank launched Khair AlJazira Le Ahl AlJazira, a 
program that gave the Board of Directors a directive of making a 100 million Riyal investment in 
CSR programs in Saudi society in accordance with the teachings of Islam. A Community Service 
Department was created as part of this directive with the main aim of carrying out social events 
and activities. In addition, support was provided to social, humanitarian, and cultural causes 
throughout the country.598 Described briefly next are some of the bank’s community service 
programs. 
• Qard Hasan Loans: In cooperation with charitable organizations, the aim of this 
program is to make loans to needy families to support them in establishing small 
businesses. 
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• Training and Rehabilitation in Business-related Programs: This program is designed 
to provide opportunities to youth (both genders) in the job market with the ultimate goal 
of helping them to build successful careers. 
• Plans for Educational, Cultural, and Social Contributions: Through established 
business incubators, computer factories, and open festivals for orphans, the bank has 
shown its commitment to humanitarian and social causes.599 
• Programs for Marketing Productive Family Products: To provide their members from 
humble backgrounds with a decent lifestyle, the bank has devised a plan to help them 
obtain products and services best suited to their needs and goals.600 
• Participation in National Muslim Events: In terms of public and social engagement, 
the bank sponsors several events to strengthen its relationships in the community.601 
These interactions have promoted trust via the community and via corporations.  
 
Alinma Bank 
The year 2006 marks the establishment of Alinma Bank as a joint stock company. Two 
years later, the bank began trading on the Saudi Stock Exchange. Headquartered in Riyadh, the 
bank provides Sharia-based banking services in all its transactions.602 Given its strong financial 
base, the bank is able to execute strategic plans designed to make continuous improvements in 
meeting the demands of its customers. With a network of 76 branches, the bank focuses on retail 
and corporate banking, treasury, investment, and brokerage.603 
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CSR Programs Offered by Alinma Bank 
As part of a broader commitment to its core values and principles, Alinma Bank offers 
community services as its duty and recognizes its employees as part of the society it is pledged to 
serve. Further, the bank sees the development of its community as part and parcel of its own 
progress.604 Described briefly next are some of the bank’s community service programs:  
• Financing Education: Alinma Bank is well-known as a forerunner in the provision of 
education financing to its partners. The bank created a platform that allows educational 
fees to be paid without the customer incurring any administrative costs or becoming 
subject to a mechanism, whereby the bank would realize a profit. In establishing this 
program, the bank distinguished itself from other banking operations in the Kingdom.  
• Employment Events and Career Days: Alinma Bank takes part in numerous 
employment conventions and career day events. These events are held at King Saud 
University, the University of Business and Technology, and Dammam University.605 
• Sponsoring International Conferences: Alinma Bank sponsored the international 
meeting of the Accounting and Auditing Organization for Islamic Financial Institutions 
(AAOIFI) in 2016 as part of its ongoing commitment to enhancing the profile of Sharia. 
The aim of this particular meeting was to explore the previous 40 years of growth and 
development in the Islamic financial industry.606 
• Campaigns to Promote Blood Donation: In partnership with the King Faisal Specialist 
Hospital and Research Center and Prince Sultan Military Medical Center, Alinma Bank 
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has organized several blood donation campaigns. The purpose of this initiative is to 
ensure increased awareness among its staff of the vital importance of donating blood to 
save lives.607 Again, through this effort, the bank played a role in spreading information 
to support the health of members of the community. 
• Disabled Children’s Association: The Alinma Bank has been a consistent supporter of 
the Disabled Children’s Association. For instance, in the year 2016, the Bank sent the 
organization gifts for the Eid, a Muslim festival, and for other uses. 
• Charitable Society for Orphan Care: A proud supporter of the Charitable Society for 
Orphan Care (Insan), Alinma Bank lists this organization on its official web page to 
create awareness among its partners with the goal of encouraging philanthropy to support 
the charity.608 
• Training: In collaboration with several Saudi universities, Alinma Bank trains students 
via their degree programs. Further, by participating in employment and training 
exhibitions and through creating and maintaining relationships with educational 
institutions, the bank supports the education and hiring of talented young Saudis.609 
• Sponsoring a Seminar on Juristic Issues in Sukuks: In support of research into Islamic 
financial markets at Al-Imam Muhammad ibn Saud University, the bank sponsored the 
Saudi Arabian Basic Industries Corporation (SABIC) chair in Riyadh. Scholars and 
specialists representing a number of fields and disciplines attended a seminar sponsored 
by the bank on the subject of juristic issues relating to sukuks. 
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Assessment of CSR Programs Offered by Saudi Islamic Banks 
 
The recognition that organizations, corporations, in particular, can and should commit to 
operating in a socially responsible way defines the concept of Corporate Social Responsibility 
(CSR). Through CSR, the social and environmental consequences of decisions pertaining to 
corporate operations are of paramount importance. Pursuing profitability should not be the only 
aim of corporations. Instead, corporations should also be dedicated to advancing the good of 
society.610 Over the last few decades, we have seen changes in the role of the business world, 
particularly in developing countries, whereby the traditional approach to profit maximization has 
started to at least nod to a socially responsible approach. The main reason for this movement 
toward CSR is that consumers, employees, investors, and local communities have come to expect 
companies to stand accountable for their actions and there is a growing sense that in profiting 
from society companies have a duty to give back.611 
In Saudi Arabia, entrenched sociocultural factors determine the nature and extent of CSR 
initiatives, as it is a religious practice to give back to the community and religion governs all 
aspects of people’s lives. Most firms have become aware of the value that CSR adds to their 
operations, as the concept relates to a custom of philanthropy. There is no financial benefit 
involved in business philanthropy and the CSR approach is designed not only to benefit society 
but to benefit a company’s bottom line as well, although the latter may not always realize a direct 
benefit.612 
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Banks have a motivational role to play inasmuch as they can influence the behavior of 
other sectors. In turn, banks are encouraged to behave in a highly responsible way by developing 
their own CSR activities.613  
 
Strengths and Success Factors of CSR 
Companies can benefit in a range of ways via pursuing a CSR approach to their business 
activities. These benefits pertain to improved profit increments, greater customer loyalty, a 
relationship of trust with multiple communities, a strong positive brand, and a basis for 
countering negative publicity.614 With the purpose of building a public image and strengthening 
ties with stakeholders, many banks worldwide are spending millions of dollars pursuing CSR 
strategies. Today, CSR takes companies beyond the pursuit of profit to embrace initiatives that 
encompass taking care of employees, practicing ethical trading, protecting the environment, and 
advancing the interests of local communities.615 
In Saudi Arabia’s drive to become globally competitive in ways that go beyond its 
reliance on oil, CSR has become part of the government’s agenda. When the Saudi Arabian 
General Investment Authority (SAGIA) was established in 2000, it was to ensure that Saudi 
Arabia would become one of the ten most competitive economies in the world.616  
In the government’s view, there is a close relationship between CSR and competitiveness. 
According to SAGIA, two key drivers of competitiveness are human and social capital. Building 
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a foundation of corporate responsibility encompasses supporting some initiatives so that the 
Kingdom will be able to advance increasingly responsible business practices. Against this 
background, banks and companies in a number of other sectors are drawing on CSRD as a tool 
for improving and legitimizing their economic performance.617 
Other strengths of CSR in the Kingdom’s banking sector include: 
• Ensuring the creation of job opportunities throughout Saudi Arabia  
• Providing support to the health sector 
• Contributing to the educational industry 
• Adopting various social programs 
• Promoting community volunteerism to help take care of the needy 
 
Challenges Faced by Islamic Banks 
The Islamic banking system is still in a relatively early stage of development, which 
means that it faces several challenges in the contemporary business environment. In particular, 
the complicated nature of the legal environment in which Islamic banks operate presents 
significant challenges because it has implications pertinent to financial stability. Legal clarity 
and certainty are essential to Islamic banks’ ability to retain the public’s confidence and mitigate 
the potential risk of regulatory arbitrage.618 The legal and regulatory structures of the Islamic 
banking system are complex and unstandardized as a result of the system’s relative newness, at 
least as pertains to its development in the modern age.619 It is fair to say that at present Islamic 
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banks are experiencing an acute shortage of skilled employees with adequate training pertaining 
to incorporating fundamental Sharia-compliant principles into business practice.620  
 
Weaknesses and Challenges of CSR  
Lack of Awareness  
The concept of CSR is often misinterpreted, with the Saudi public tending to see it as inhering 
exclusively in acts of or contributions to charity.621 Misconceptions of this nature have served to 
undermine the dissemination of CSR such that some companies may appease the general public 
by engaging in one-off community initiatives. 
 
Limits on Benefiting Society via CSR Practices 
Despite the promise of CSR for holding companies accountable for their actions and engaging 
them in the betterment of communities locally and internationally, there are limitations to the 
extent and efficacy of the CSR approach to business.622 In particular, companies may not have 
sufficient resources to implement CSR practices and/or may not have succeeded in creating a 
strong enough culture designed to support CSR. 
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Sources of Funding for CSR Programs in Saudi Islamic Banks 
 
Annual Profits or Revenues 
Like other companies, Islamic banks in Saudi Arabia are expected to fund social 
responsibility and community programs. The bank deducts a certain amount from its profits each 
year to spend on community programs. A bank can also deduct a considerable amount from its 
net earnings and place it in a separate account for social responsibility and community 
development programs.623 These accounts constitute the primary source of funding for social 
responsibility and community programs on the part of Islamic banks. Islamic banks in Saudi 
Arabia pay zakat directly to the General Authority of Zakat and Tax (GAZT), which does not use 
it to fund community activities.624  
 
Cleansing Account 
Also referred to as a “purification account,” the cleansing account is an account into 
which the Sharia Board transfers any money that the bank has come to realize is associated with 
illegal, dubious operations that are incompatible with the terms of Sharia. According to a study 
by Baghalab, cleansing accounts are managed by the Sharia Board and are spent on charitable 
work.625 However, accounts of this kind at some banks are directed to a social responsibility 
account, over which Sharia Boards do not have any control, to fund social activity programs. 
Islamic banks use this source to support their social responsibility and community development 
programs.  
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Setting CSR Policies in Saudi Islamic Banks: Who Is Responsible? 
 
According to Article 87 of the Corporate Governance Regulations, the Shareholders 
Assembly based on the board recommendation shall establish written policies in regard to the 
company’s contributions to society.626 Regarding the social responsibility programs implemented 
by banks, according to the Principles of Corporate Governance for Banks the board should 
propose programs related to social responsibility to be approved by the Shareholders 
Assembly.627 According to Article 30 of the Companies Law, without the shareholders’ 
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approval, the board has no authority to carry out any acts beyond the company’s purposes such 
as making donations, although small donations can be made without shareholder approval.628 
Based on board recommendations, the bank’s Shareholders Assembly has the sole 
authority to decide whether or not to invest in specific social projects. The Sharia Board has no 
direct role in setting policies regarding CSR. However, the Sharia Board can submit suggestions 
and recommend specific charities to the top management of the bank.629 The Sharia Board 
should play an active role with senior management in promoting Islamic ethics and values within 
the bank. Overall, the role of the Sharia Board should include establishing CSR policies to 





Although in Islamic banking, CSR has been an objective since its conception, more time 
is needed to refine its tenets. As discussed, all aspects of business and life, and, therefore, of CSR 
are governed by Islamic rules and principles, which may both support and complicate 
implementation. Nevertheless, its benefits have been shown to outweigh the challenges. 
Consequently, many Islamic banks have attempted to fulfill their obligations in regard to social 
responsibility,630 whether economic, legal, ethical, and/or charitable. Admittedly, the results have 
                                                 
628 Companies Law Issued by Royal Decree No M/3 dated 28/1/1437H (2015).  
Article 30:  
The director may not carry out any acts beyond the company’s purposes, except pursuant to a decision by the 
partners or an explicit provision in the company’s articles of incorporation. This restriction shall specifically apply 
to the following acts: 
a- making donations, except for small, regular donations.  
629 Baghalab, supra note 623. 
630 Mohd-Nor, supra note 407. 
201 
 
been mostly positive to date. However, the public has increasingly requested that Islamic banks 
place greater emphasis on serving the public good in far-reaching ways.631  
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CHAPTER FIVE: CONCLUSION AND RECOMMENDATIONS 
 
God does not change the condition of a people [for the worse] unless they change what is in 
themselves.632 
 
 This study presented a detailed account of the concept of CSR in the light of Sharia in 
regard to how the implementation of CSR principles can benefit companies and support the good 
of society. Numerous issues are observable in the financial system and society because business 
organizations have focused on money to a much greater extent than they have given 
consideration either to people or to the environment. Practices centered on social responsibility 
in Islam can challenge these issues. Moreover, the study shows how Islamic banks in the 
Kingdom of Saudi Arabia perceive CSR and how this has motivated their efforts. The study 
suggests that governments and society are now bringing more pressure to bear on business 
organizations to benefit the communities that support them.  
Derived from Sharia, the principles of social responsibility in Islam are aimed at 
achieving the objectives of Sharia (Maqasid Al-Sharia). Social responsibility in Islam is 
enshrined in moral law such that furthering the social good is considered a religious undertaking 
that brings reward from God and is mandatory for companies. In addition, social responsibility in 
Islam covers all aspects of social life and guarantees all individuals social justice through the 
distribution of wealth among members of society. In regard to CSR in Saudi Arabia, the 
researcher is fully convinced that when CSR is presented as deriving from the principles of 
Sharia and not just as a business idea brought by the West, companies will embrace it and 
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accelerate its implementation according to the principles of Sharia. That said, Saudi companies 
interested in CSR practices can learn a lot from their counterparts in the West by adapting 
international standards to local culture and Islamic values.633 On the other hand, CSR in Islam 
and Saudi culture have a lot to contribute with to international practices of CSR.  
“Among these values are the importance of the society as a major value in itself, and a tradition 
of giving not for getting good publicity or any other benefits, but for making a difference for 
someone who needs it. Willingness to spread knowledge and expertise is also among important 
values of Saudi Arabian CSR that I will argue could be exported from the Kingdom with positive 
outcomes.”634 
In regard to the CSR of Saudi Islamic banks, the researcher recommends that the following 
conditions be supported and/or created:  
1) Islamic banks operate under Islamic law such that all their transactions must comply with 
the principles of Islamic law.  
2) A special department that reports directly to the bank board should be created in Islamic 
banks charged with undertaking the planning and implementation of CSR programs.  
3) Islamic banks should have a role in reducing poverty and unemployment rates across 
society by financing projects that have an impact on job creation for Saudi youth, both 
men and woman.  
                                                 
633 N. Hawa, Factors Shaping the Definition and Practice of Corporate Social Responsibility at Local Banks in the 
United Arab Emirates, (Master's Thesis 2012), available at 
http://www.lccge.bbk.ac.uk/publications-and-resources/docs/Nadine-Hawa-MSc-Dissertation.pdf. 




4) CSR programs implemented by Islamic banks should be derived from the bank’s business 
activity by supporting small businesses run by Saudi youth and families, as well as by 
reducing the percentage of their profits in favor of their customers. 
5) The Sharia Board of Islamic banks should play a role in establishing policies pertinent to 
CSR and suggesting programs under this umbrella in order to ensure that all the bank’s 
activities comply with Sharia.  
6) Islamic banks should realize that the concept of CSR is not limited to giving donations or 
organizing social events, but it includes all activities (economic, social, and 
environmental) that support the objectives of Sharia by working to advance the welfare of 
society, preserving the environment, and making a profit in accordance with Sharia.  
7) Islamic banks should implement CSR according to clear and strategic plans and not limit 
their participation in CSR to giving donations to or sponsoring the programs of charitable 
institutions.  
8) Islamic banks should collaborate with each other on CSR initiatives to promote the 
principle of Umma and brotherhood, and they should avoid repeating social responsibility 
initiatives or copying CSR initiatives in a different society without due consideration for 
and adaptive measures to the culture in which they are to be established.  
9) Islamic banks should disclose all their CSR programs through a special report and social 
media accounts, thereby encouraging other businesses to fulfill their obligations toward 
society rather than for the purpose of marketing.  
10) The SAMA should pass a law to impose a fixed percentage on banks’ net profits annually 
for CSR purposes to ensure that all banks engage in at least a minimum level of CSR. In 
205 
 
addition, government and private organizations should work with banks to promote 
awareness of CSR by hosting international conferences related to the subject. 
11) Islamic banks should develop Sharia-compliant products, organize international 
conferences on Islamic finance, and work with researchers and nonprofit organizations 
such as the AAOIFI to issue CSR standards based on the principles of Sharia and publish 
Sharia standards for Islamic financial institutions as part of their social responsibility. 
12) Sharia colleges in Saudi Arabia should offer CSR courses to educate future lawyers and 
Muslim scholars about CSR in Islam.  
13) Islamic banks should be inspired by Saudi Arabia Vision 2030 and should align all their 
plans and CSR practices with the goals of the Vision by giving priority to the social 
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